COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF KENTUCKY UTILITIES ) CASE NO.
COMPANY FOR AN ADJUSTMENT OF ITS ELECTRIC RATES ) 2018-00294

NOTICE OF FILING

Notice is given to all parties that the following materials have been filed into the
record of this proceeding:

- The digital video recording of the evidentiary hearing
conducted on March 5, 2019 in this proceeding;

- Certification of the accuracy and correctness of the digital
video recording;

- All exhibits introduced at the evidentiary hearing
conducted on March 5, 2019 in this proceeding;

- A written log listing, inter alia, the date and time of where
each witness’ testimony begins and ends on the digital video
recording of the evidentiary hearing conducted on March 5,
2019.
A copy of this Notice, the certification of the digital video record, hearing log, and
exhibits have been electronically served upon all persons listed at the end of this Notice.

Parties desiring to view the digital video recording of the hearing may do so at

http://psc.ky.gov/av broadcast/2018-00294/2018-00294 05Marl9 Inter.asx.



http://psc.ky.gov/av_broadcast/2018-00294/2018-00294_05Mar19_Inter.asx

Parties wishing an annotated digital video recording may submit a written

request by electronic mail to pscfilings@ky.gov. A minimal fee will be assessed for a

copy of this recording.

Done at Frankfort, Kentucky, this 29t day of March 2019.

Gwen R. Pinson
Executive Director
Public Service Commission of Kentucky
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2018-00294 & 2018-00295
O5Mar2019

Kentucky Utilities and Louisville
Gas and Electric

j Av s Session Report - Detail

Date: Type: Location: Department:
3/5/2019 Public Hearing\Public Hearing Room 1 Hearing Room 1 (HR 1)
Comments

Judge: Bob Cicero; Talina Mathews; Michael Schmitt
Witness: Lonnie Bellar; Christoper Garrett; Adrien McKenzie ; Gregory Meiman ; David Sinclair; Paul Thompson
Clerk: KaBrenda Warfield

Event Time Log Event
8:43:43 AM Session Started
8:43:46 AM Session Paused
8:59:43 AM Chairman Schmitt
Note: Fields, Angela Chairman stating Preliminary remarks and introduction of Vice
Chairman Cicero and Commissioner Mathews.
8:59:43 AM Session Resumed
9:01:26 AM Chairman Schmitt
Note: Fields, Angela At this time I guess before we discuss where we are and how to
proceed would the parties ? Counsel please identify themselves?
9:01:36 AM Kendrick Riggs - KU and LG&E
Note: Fields, Angela Allyson Sturgeon, Duncan Crosby, Lindsay Ingram
9:01:56 AM Matthew Miller - Sierra Club
Note: Fields, Angela Joe Childers
9:02:03 AM Kent Chandler - Office of the Attorney General
Note: Fields, Angela Larry Cook
9:02:09 AM Mike Kurtz - Kentucky Industrial Utility Customers, Inc. (KIUC)
Note: Fields, Angela Kurt Boehm and Jody Kyler Cohn
9:02:41 AM Robert Moore - Kroger
9:02:45 AM ? - Walmart
9:02:52 AM Mat Malone - Kentucky School Boards Association (KSBA)
Note: Fields, Angela ?
9:03:01 AM Iris Skidmore - Community Action Council for Lexington-Fayette, Bourbon, Harrison, and Nicholas
Counties (CAC)
9:03:17 AM Jim Gardner - For the governmental entities
Note: Fields, Angela Lexington-Fayette Urban County Government (LFUCG): David
Barberie, and Todd Osterioh
Note: Fields, Angela Louisville/Jefferson County Metro Government (Louisville Metro):
Jeff Deroeun
9:03:42 AM Tom Fitzgerald - Metropolitan Housing Coalition (MHC)
9:03:48 AM Lisa Kilkelly - Association of Community Ministries, Inc. (ACM)
Note: Fields, Angela Eileen Ordover
9:03:56 AM Chairman Schmitt
Note: Fields, Angela Does that have everyone, or have I left someone? I knew I would.
9:04:00 AM Lawrence Zielke - Charter Communications Operating, LLC (Charter)
9:04:15 AM Terrance Spann - Department of Defense and all other Federal Executive Agencies (DOD/FEA)
Note: Fields, Angela Houston Parrish
9:04:22 AM Chairman Schmitt
Note: Fields, Angela And on behalf off staff?
9:04:24 AM Quang Nguyen - PSC Staff

Note: Fields, Angela Ben Bellamy, and Richard Raff
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9:04:29 AM

9:04:48 AM

9:05:06 AM

9:05:36 AM

9:05:51 AM

9:05:58 AM

9:06:48 AM

9:06:52 AM

9:07:49 AM

9:09:00 AM

9:09:08 AM

9:09:20 AM

9:09:22 AM

9:09:49 AM

9:10:24 AM

9:10:46 AM

9:11:15 AM

Chairman Schmitt
Note: Fields, Angela

Chairmain Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

As I understand it there has been a settlement agreement between
the applicants Kentucky Utilities Louisville Gas and Electric, and
Charter Communications, is that Correct?

And that was a seperate disinct from what the other parties have
done? Is that correct?

If we confirm that this agreement has been made is there any
particular reason why Charter needs to stay for the remainder of this
proceeding?

Well if we could come forward and do the settlement colloquy here,
then if there is no objection, then Mr. Zielke can leave and his client
can be excused from the further proceedings.

Charter Communications Operating LLC (Charter)

SETTLEMENT COLLOQUY BETWEEN KU/LG&E AND CHARTER.

Mr. Zielke you may be excused.

Now for the more difficult part. As I understand it there has been a

proposed stipulation and settlement agreement for all but perhaps

four or so remaining issues among all of the parties except the
Sierra Club. Is that correct?

Chairman Schmitt - Atty Miller Sierra Club

Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Does Sierra Club intend other than witnesses for one or both of the
applicants who may testify about OVEC or the issues your involved
in do you plan on conducting a cross examination of any other
witnesses in this case?

And Mr. Riggs I assume you will be cross examining Mr. Fisher?

Will any other party or Counsel for the parties be cross examining
Mr. Fisher?

Anybody else cross examining Mr. Fisher?
Will other parties be cross examining Bellar, Sinclair, or Blake?

The settlement as I understand it applies to a proposed settlement
to all of the issues with the exception of the utilities 401K
contributions for employees who are also participants in the utilites
defined benefit plans correct?

On that issue is there any party to the case other than KU and LG&E
who intend to cross examine?

And the second issue is the amount of the daily versus the monthly
format of residential electric and gas basic service charges. Other
than the two utility applicants are there any parties who intend to
cross examine and or have evidence dealing with that issue?

Anyone else?
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9:11:40 AM

9:12:05 AM

9:12:14 AM

9:12:46 AM

9:12:56 AM

9:13:41 AM

9:14:05 AM

9:14:12 AM

9:14:13 AM

9:16:43 AM

9:17:18 AM

9:17:36 AM

9:17:58 AM

9:18:27 AM

9:18:50 AM

9:19:19 AM

9:26:44 AM

9:27:01 AM

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

The next issue the utilities proposal to split energy charges into
infrastructure and variable components for tariff purposes only.

Anyone else?

Ultimately when we get to the point of taking testimony I am going
to need help here [click on link for Chairman Schmitt's remarks.]

Mr. Riggs I have not had a chance to check. But has notice of this
hearing been given to the public? And has it been filed into the
record?

I assume that there are confidentiality motions that are outstanding,
or have those been ruled on?

Are there any other pending motions at this time? Anything else that
needs to be ruled on or discussed before we start?

Is there any objection to Mr. Blake adopting Mr. Arbough's
testimony?

The motion will be sustained.

Alright anything else Mr. Riggs?

Anyone have a response to that or anything additional to add?
But that has not been filed is that correct?

Will the stipulation as originally filed be amended in some way? Or it
may not be nessasry?

Sometime before we are finished if you have other Counsel available
or something. Maybe somebody ought to draft something and
circulate it so that everybody agrees and we can get it in the record

If anyone wants to examine the laptop or the contents of the laptop
before, or during examination or cross examination obviuolsy
everyone is entitled to examine anything that the witness has before
him and uses to help his testimony .

Is there any memeber of the public present who would like to step
forward and provide a public comment or information which you
would like for the Public Service Commission to consider in making a
decision in this case?

Please state your name and address? And if anyone has something
in writing we'll accept that also and file it into the record.

Ma'am do you have something to say?

Can you identify yourself?
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9:35:28 AM

9:35:38 AM

9:36:30 AM

9:36:51 AM

9:37:28 AM

9:37:56 AM

9:39:09 AM

9:39:41 AM

9:39:52 AM

9:39:54 AM

9:40:00 AM

9:40:08 AM

9:40:16 AM

9:40:24 AM

9:40:36 AM

9:40:39 AM

9:40:59 AM

9:41:12 AM

9:41:54 AM

Chairman Schmitt
Note: Fields, Angela Is there anyone else who would like to come forward and speak or

provide a written statement for the record?

Chairman Schmitt
Note: Fields, Angela Mr. Malone Kentucky School Boards Association. I noticed that KSBA

intervened, but there wasn't anything that I saw in the stipulation

that addressed Kentucky School Boards Association issues. Can you

tell us where that stands?

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt

Note: Fields, Angela

That's not in any of the stipulations is that correct?

Let me ask this. I know, I think the school boards association
position. Whatever has been worked out is the net result that some
other rate payer in some other class will be subsidising the schools
rate?
Vice Chairman Cicero
Note: Fields, Angela Will there be any more information with regrads to this agreement
similar to what was mentioned by the Chairman? In putting
something in writing so I know you said it was in the tariff.
Chairman Schmitt
Note: Fields, Angela If there is nothing else we can begin the testimony [click on link for
Chairman Schmitt's remarks.]
Chairman Schmitt
Note: Fields, Angela Mr. Riggs if you have a witness to call we can proceed.
Chairman Schmitt - witness Thompson
Note: Fields, Angela Swearing in.
Chairman Schmitt
Note: Fields, Angela Mr. Riggs you may ask.
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Please state your full name?
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela What is your title sir?
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela What is your business address please?
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Mr. Thompson did you cause to be prepared direct testimony as part
of the company's application in this case?
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Subject to the changes that have been reflected in the record since
the filing of this application do you adopt your testimony today as
your testimony?
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Mr. Thompson is available for examination.
Chairman Schmitt
Note: Fields, Angela Before we ask Counsel from Staff. Is there anyone who would like to
conduct any cross examination of Mr. Thompson? If not Mr. Nguyen
you may cross examine if you have anything to ask.
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Just referring to your direct testimony, Page 2.
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela And here you describe the common ownership of KU and LG&E by
LG and KU Energy and how that impacts the companies operations.
At line 11 you state [click on link for remarks.]
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Is that correct?
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9:41:57 AM

9:42:29 AM

9:42:40 AM

9:43:11 AM

9:43:38 AM

9:44:03 AM

9:45:23 AM

9:46:07 AM

9:47:05 AM

9:47:23 AM

9:47:31 AM

9:47:56 AM

9:48:19 AM

9:48:33 AM

9:49:35 AM

9:50:03 AM

9:51:01 AM

Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Can you provide a little bit more detail in terms of there's not a legal
intergration of KU and LG&E. It's two operating utilities as one, but
they are separately owned by a parent company? Is that correct?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela So legally they are separated?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela According to your testimony for the last two decades both KU and
LG&E have been jointly planned for various aspects of both
companies operations? Is that correct?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela And those provide savings overall to both companies customers? Is
that also correct?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela And those are both fuel related savings and also non fuel related
savings? Is that also correct?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela So if we can focus on the fuel related savings for electric generation,
in terms of dispatch, could you just go into a little bit more detail as
to how the companies dispatch on a joint or combined basis in order
to achieve those fuel related savings?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela In terms of dispatch, the highest cost units go towards, do they go
to offset themselves or to serve native load?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Even if the generation units that are owned by LG&E are also being
used to served KU's native load? Is that correct? [Click on link for
comments.]
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela And that has generated savings for both KU and LG&E's customers
throughout the decades?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela And those savings are reflected in base rates? Is that correct?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela The combined dispatching of LG and KU's units are those governed
by a formal agreement?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela And those are approved by what government body?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Would those also be Furk? related documents?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Could you explain in more detail with respect to transmission
planning and system operations how those are jointly done in order
to achieve savings throughout the decade?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela In terms of daily operations of the generation assets and the
transmission facilities are those done by seperate LG& E and
seperate KU employees or are those done by combined LG and KU?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela What type of employees would just be KU related company and
LG&E related company?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela After the merger of KU and LG&E was the formation of the service
company done at that point in time?
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9:51:35 AM

9:52:17 AM

9:53:05 AM

9:53:27 AM

9:53:49 AM

9:54:07 AM

9:55:03 AM

9:57:23 AM

9:57:25 AM

9:57:29 AM

9:57:40 AM

9:58:28 AM

9:59:26 AM

10:00:16 AM

Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela At that point in time with the merger under common ownership of
LG&E and KU, those functions were consolidated at that point in
time and then that formed LG and KU Services Company, is that
correct?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela And you said that it is constantly evolving so that there is certain
functions that might have been separated but over time would have
been consolidated into I guess a function that would serve both KU
and LG&E and then therefore that would be provided at the service
corporation level?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Are you aware of 2017-00415 that involved the PPL restructuring at
the corporate level? Are you familiar with that case?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela And were you familiar with the Commission's request for LG and KU
to do an internal legal merger study that was a by product of that
particular case?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Were you involved in anyway in that analysis?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Are you knowledgeable of the conclusion that the report provided
with respect to the question of the efficacy of a merger of the two
companies?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela From your position with the company, what would you say would be
the biggest stumbling blocks to legally merging KU and LG&E as one
entity?
Asst GC Nguyen PSC - witness Thompson
Note: Fields, Angela Thank you those are all the questions that I have.
Chairman Schmitt
Note: Fields, Angela Commissioner Cicero questions?
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela Mr. Thompson does LG&E and KU have an Executive Committee?
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela Someone that strategizes the companies policies [click on link for
Vice Chairman Cicero's remarks.]
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela I think we are talking about the same thing so let's see if I can
paraphrase it in the direction that I am going in. You have a group
of people that develop and present and agree upon a strategy and
what the direction the company would like to go, which through you
goes to the board, and the board they make the decision on
whether to adopt them or not. And if they need testimony or
presentation on whether it is a good idea or not those memebers
would present to the board?
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela Are any of those that you would consider apart of that strategy team
here with you today? Would you consider all of those giving
testimony here today to be apart of that group that would develop
that plan or those strategies going forward?
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela Here's where I am going with this [click on link for Vice Chairman
Cicero's remarks.]
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10:00:41 AM

10:02:11 AM

10:04:39 AM

10:05:12 AM

10:06:52 AM

10:12:00 AM

10:12:05 AM

10:12:08 AM

10:12:20 AM

10:12:32 AM

10:12:56 AM

10:13:02 AM

10:13:07 AM

10:13:15 AM

10:13:23 AM

10:29:20 AM

10:29:23 AM
10:29:31 AM

10:29:31 AM

Vice Chairman Cicero - witness Thompson
Note: Fields, Angela Let me read the order [click on link to hear Vice Chairman Cicero
read the order.]
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela Do you believe that providing duplicative benefits for employees is
fair, just, and reasonable for your rate payers given that many of
them do not have pension plans and given that the Commission has
already issued a directive in its last rate case and yet KU decided to
negotiate a new three year agreement with its unit post this Order
and did not address that issue?
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela So obviously the company can provide whatever benefits it wants.
Its just a matter of whether its rate base or shareholders that pay
for it [click on link for Chairman Cicero's remarks.]
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela I'm just curious why LG&E and KU decided that they would take
another crack at this?
Vice Chairman Cicero - witness Thompson
Note: Fields, Angela I'll just finish off with [click on link for Vice Chairman Cicero's
remarks.]
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela I have no questions. Mr. Riggs any redirect?
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Mr. Thompson do you recall the examination by Staff Counsel in
connection with the economic dispatch of the power plants and the
savings?
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Is it correct Mr. Thompson that the savings achieved through the
economic dispatch of the power plants flows through the fuel clause
as well as reflected in base rates?
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Mr. Thompson you were asked a question about whether the Power
System Supply Agreement and theTransmission Supply Agreement
that LG&E KU signed at the time of merger were approved by FUR?
would Mr. Conroy have the best knowledge of whether those
agreements were filed with and approved by FUR??
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Excuse me the Transmission Coordination Agreement (TCA).
Atty Riggs KU & LG&E - witness Thompson
Note: Fields, Angela Thank you. Those are all of the questions I have.
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

Commissioner Mathews?

Alright you may step down. You may call your next witness.

If you would like a break, then lets take a break until 25 until 11 and
then we'll come back.
Session Paused
Session Resumed
Session Paused
Chairman Schmitt
Note: Fields, Angela We are now back on the record Mr. Riggs you may call your next
witness.

Session Resumed
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10:29:37 AM

10:29:46 AM

10:29:48 AM

10:29:52 AM

10:29:57 AM

10:30:02 AM

10:30:10 AM

10:30:19 AM

10:30:21 AM

10:30:26 AM

10:30:40 AM

10:31:07 AM

10:31:24 AM

10:32:10 AM

10:32:48 AM

10:33:26 AM

10:34:03 AM

10:35:23 AM

10:36:15 AM

Chairman Schmitt - witness Bellar

Note: Fields, Angela Swearing in.
Chairman Schmitt
Note: Fields, Angela Mr. Riggs.

Atty Riggs KY and LG&E - witness Bellar
Note: Fields, Angela Could you please state your full name?
Atty Riggs KY and LG&E - witness Bellar
Note: Fields, Angela Could you please state your full business title?
Atty Riggs KY and LG&E - witness Bellar
Note: Fields, Angela Could you please state your business address?
Atty Riggs KY and LG&E - witness Bellar
Note: Fields, Angela Mr. Bellar did you cause to be prepared and filed with the
Commission in these cases written direct testimony and written
rebuttal testimony?
Atty Riggs KY and LG&E - witness Bellar
Note: Fields, Angela Subject to the changes that have been reflected in the record in this
proceeding would you adopt those testimonies as your testimony
today?
Atty Riggs KY and LG&E - witness Bellar
Note: Fields, Angela Thank you your honour he is now available.
Chairman Schmitt
Note: Fields, Angela Mr. Miller do you want first crack at this witness?
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela I was just hoping you could turn to page 23 and 24 of your rebuttal?
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela Line 17 to18 of page 23 reflecting that the company expects the
OVEC Generating Units to last 80 years or more. That's up to the
2040 end date of the ICPA? Is that right sir?
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela Just for context the OVEC Units are two power plants one in Ohio
one in Indiana built in the 1950s?
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela And you note there quoting the top of 24 the Commission's decision
in Case No. 2011-00099 [click on link for remarks.]
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela Is it your understanding that the units today operate in such fashion
that is in base load mode with limited thermal cycles?
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela Do you have a take one way or the other on whether the analysis
relied on cited at least by the Commission in the 2011 Order did that
persume that the units would continue to operate in base load mode
with limited thermal cycles?
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela One last question on page 24, second to last line [click on link for
remarks.]
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela Is it your position that they are going to make it all the way to 2040
in this cycling mode?
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela If and when there is a reassessment by OVEC that the company is
aware of of the change in what appears to be the useful life of the
units would that be reported at least for purposes of the proper
depreciation time frame?
Atty Miller Sierra Club - witness Bellar
Note: Fields, Angela Thank you sir, that is all from the Sierra Club.
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10:36:18 AM

10:36:33 AM

10:36:57 AM

10:37:04 AM

10:37:13 AM

10:37:31 AM

10:37:53 AM

10:38:49 AM

10:39:16 AM

10:40:23 AM

10:41:48 AM

10:42:52 AM

10:44:33 AM

10:44:41 AM

10:45:20 AM

10:45:22 AM

Chairman Schmitt
Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Staff Atty Bellamy PSC -

Note: Fields, Angela

Is there anyone else who has a position that would require cross
examination of Mr. Bellar? If not Mr. Nguyen any questions?

witness Bellar
Just going through your direct testimony I think you testified that in
September of 2018 that the companies had performed a review to
assess the cost benefits of joining MYSO or PJM and that you all
ultimately determined that it would not be beneficial to do so? Is
that accurate?

witness Bellar
And you've attached the assessment to your direct testimony
correct?

witness Bellar
You testified also that the companies had performed a similar study
in 2012 and reached a similar conclusion? Is that accurate?

witness Bellar
And then also in your direct testimony you testified that between
2014 and 2016 that the companies load growth projections changed
and that the companies were now forecasting a drop of 500 mega
watts in load by 2020. Is that correct?

witness Bellar
And that's in addition to the 325 mega watts loss in load arising
from the loss of the whole sale of municipal customers? Is that
correct?

witness Bellar
When you performed the assessment with respect to whether or not
it woul beneficial for the companies to join MYSO or PJM did the
companies account for the projected load loss in assessing whether
or not it was cost beneficial to join PJM or MYSQO?

witness Bellar
What would the affect of the loss of your native load be on the cost
benefit analysis of the companies joining MYSO or PJM?

witness Bellar
What are the companies plans with respect to that generation
capacity both the projected and the actual loss from the
municipalities?

witness Bellar
Prior to the loss of the approximate 800 mega watts of load did the
companies feel like they had adequate reserved capacity?

witness Bellar
Just going back to page 4 of your rebuttal testimony [click on link
for remarks. ]

witness Bellar
Could you just describe the process you all go through in evaluating
and prioritizing transmission and distribution projects?

witness Bellar
So the two top priorities would be safety and then something that is
necessary to serve a particular customer or particular area?

witness Bellar
Looking at the pipeline replacement for gas transmission lines again
on page 4 [click on link for remarks.]

witness Bellar
Are you familiar with that project?

witness Bellar
And I think you all determined that it would be [click on link for
remarks.]
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10:48:26 AM

10:48:51 AM

10:49:00 AM

10:49:23 AM

10:50:34 AM

10:50:47 AM

10:51:05 AM

10:51:35 AM

10:51:43 AM

10:52:49 AM

10:53:12 AM

10:53:46 AM

10:54:24 AM

10:54:52 AM

Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela And I was curious would the cost of inspecting the pipes offset the
price of construction?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela And correct me if I am wrong I thought you testified perhapse that
in order to do the inspection with the pipe beign different segments
that it would cost approximately 7.5 million dollars to do the full
test? Does that sound accurate?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela I apologize I found the testimony I misplaced it. On page 5 at line 7
of your testimony.
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela For just a single inspection you are saying that it would cost
essentially 50 million dollars?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela And then the total replacement of the pipes is I think you all
esitmated at 91 million dollars or something around there?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela When are you required to first conduct the inspection?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela So the two alternatives that you had was [click on link for remarks.]
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela You all were proposing those two alternatives to satisfy a FEMSA
Regulationl that you expected to go into effect earlier this year but it
is not in effect yet?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela You can correct me if i am wrong, you requested proposals and I
guess the technology is potentially available or becoming available
that you would be able to inspect pipes of different diameters
without taking the instrument in and out? Is that correct?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela And at this point you are not sure if that technology will be available
in time?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela When you all requested proposals from the companies or
contractors to inspect the pipes using the tool that could inspect
multi diameter pipes what was their explanation as to the timeline of
when they might be able to do that?
POST HEARING DATA REQUEST
Note: Fields, Angela Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela Check individual responses received, in regards to the line above.
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela There was some testimony regarding whether or not a CPCN would
be required for the pipeline replacement project. And I know the
amount that was in the base period was 9.6 million the total cost of
the project I think you all had estimated at 91 million on page 7 of
your testimony. Is that accurate?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela My understanding is that the companies were treating each segment
as a seperate project and therefore the opinion was that a CPCN is
not required? Is that correct?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela So they would be bid to contractors separately?
Staff Atty Bellamy PSC - witness Bellar
Note: Fields, Angela That's all I have thanks.
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10:55:01 AM

10:55:45 AM

10:56:02 AM

10:56:38 AM

10:56:52 AM

10:56:55 AM

10:56:57 AM

10:57:27 AM

10:57:32 AM
10:58:10 AM

10:58:19 AM

10:58:22 AM

10:58:29 AM

10:58:36 AM

10:58:42 AM

10:58:48 AM

10:58:53 AM

10:58:58 AM

10:59:02 AM

10:59:04 AM

10:59:05 AM

10:59:09 AM

Chairman Schmitt
Note: Fields, Angela Commissioner Cicero.
Vice Chairman Cicero - witness Bellar
Note: Fields, Angela I'm curious why you would take the position that no CPCN would be
required to go forward with a project without coming to the
Commission to get an opinion?
Vice Chairman Cicero - witness Bellar
Note: Fields, Angela I want to follow up on a question that Mr. Bellamy asked [click on
link for Vice Chairman Cicero's remarks.]
Vice Chairman Cicero - witness Bellar
Note: Fields, Angela What are the current reserve margins and what will the reserve
margins be once the municipal load is loss?
Vice Chairman Cicero - witness Bellar
Note: Fields, Angela So you believe it is somewhere in the 20% range?
Vice Chairman Cicero - witness Bellar
Note: Fields, Angela Thank you I don't have anything else.
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela Call your next witness.
Atty Crosby KU and LG&E - witness Sinclair
Chairman Schmitt - witnessSiinclair

Commissioner Mathews.

I have no questions. Mr. Riggs redirect?

Note: Fields, Angela Swearing in.
Chairman Schmitt
Note: Fields, Angela Mr. Riggs.

Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Would you please state your full name for the record?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela And by whom are you employed and what capacity?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Please state your business address?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Did you cause to be prepared and filed in this proceeding written
direct and rebuttal testimony?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela And are you the sponsor of certain data request answered by the
companies in these cases?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Do you have any corrections or updates to your testimony or Data
Request today?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Okay and do you adopt that testimony and those request as your
testimony today?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Witness is available your honour.
Chairman Schmitt
Note: Fields, Angela Mr. Miller questions?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Do you happen to have a copy of Dr. Fisher's testimony with you?
Atty Miller Sierra Club - witness Sinclair
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11:02:29 AM

11:02:53 AM

11:03:28 AM

11:04:08 AM

11:05:26 AM

11:05:39 AM

11:05:57 AM

11:06:40 AM

11:07:11 AM

11:07:33 AM

11:07:57 AM

11:08:12 AM

Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela If you could just say a couple of sentences about what OVEC is and
what the companies relationship with OVEC is?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela About a dozen sponsors? Does that sound right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Are LG&E and KU's collective share as owners and sponsors of OVEC
around 8.13%?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela LG&E's share happens to be twice as large as KU's [click on link for
remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela That 8.13% share that the companies have together 152 mega
watts peak summer capacity?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela You noted that the 152 mega watts is 2.3% of the company's
reserve margin? Is that right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Reference page 51 of Dr. Fisher's testimony. Is it correct that the
companies project their summer reserve margin to go no lower than
23.4% through the coming decade?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela And so if one removed the 2.3% OVEC equivalent from the 23 and
change the companies would still be sitting at a 21 no lower than a
21.1% reserve margin without OVEC? Is that right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela The companies target range that it has chosen is 17 to 25%? Is that
right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Are you aware that the respective reserve margins of MYSO, PIM,
and TVA are 17.1%, 15.8%, and 15%?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela I want to go to the Commission's 2011 Order approving the
amended ? this is exhibit JIF 4.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela The ? was first set to end in 2006 and then in 2004 the company
came to the Commission and asked for an approval of an
amendment of the agreement to continue until 2026? Does that
sound right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So I guess this would be on page two of the Commission's 2011
Order [ click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So in 2011 here the companies came to the Commission and asked
for approval of an extension of the ? for the companies obligations
to entend to 20407 Is that right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela And so at that time in 2011 the plants are 56 years old? Is that
right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So the Commission had as part of the record here [click on link for
remarks.]
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11:14:13 AM
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11:15:20 AM

11:15:42 AM

11:16:29 AM

Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela And the Commission made a few findings in this order in concluding
that it seemed like a good deal and ought to be approved. I am just
hoping to highlight three of those.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So one on page three/two the Commission found [clcik on link for
remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Another finding I want to turn your attention to page three [click on
link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Last finding I want to bring your attention to page 3 [click on link for
remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Okay so with that context I want to ask you, is it your understanding
of this order that effectively this approval guarantees the companies
recovery of all cost under the ? energy and demand charges it
guarantees cost recovery from rate payers for all those cost properly
incurred under the ? through 20407?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So it's not your understanding that this has a kind of lens of
presumption of cost recover that the Commission would need to
freshly evaluate in any given rate case the cost incurred pursuant to
QOVEC?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Hypothetically for the moment if things were to change so drastically
[clink on link for remarks] Commission could disallow the
unreasonable increment? Would that be your understanding?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela I want to revisit these three findings that I mentioned earlier. The
first being the relative low cost of OVEC generation [click on link for
remarks] page 30 of Dr. Fisher's testimony.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela You mad reference to the companies 2018 IRP Reserve Margin
Analysis. Do you happen to have a copy of that? Or page 30 of Dr.
Fisher's testimony.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela This is going to be table 9 from the companies 2018 IRP Reserve
Margins Analysis which is page 17 of that analysis. It's a chart, table
9.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Is OVEC the second to highest second to costliest such resource
behind ??
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Among the base load units.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela For reference Brown is 400 and some odd mega watts?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela And the lowest [click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela The second finding from the order that I wan to note [click on link
for comments.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So Mr. Bellar indicated and I was just wondering if you agree that
we no longer appropriately describe that as base load mode with
limited thermal cycling. Would you agree with that?
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11:23:45 AM
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11:25:21 AM
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11:26:50 AM

11:27:23 AM

11:29:43 AM

11:29:45 AM

Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela The last point about the environmental expenditures.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Can you tell me if the respective federal environmental requirements
in the [click on link for remarks] where those around in 2011? Were
those rules contemplated by the 2011 approval?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Fairly important point, so if you could look at company response to
Sierra Club 1-13. This is on Fisher page 49.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So some of these are just for following along on Fisher 48 and 49.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Page 14 carries over to page 15. In 2011 were these existing or
pending environmental requirements in 20117?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela I'm trying to get at whether these three federal rules were in effect
at the time that this analysis was done in 2011 [click on link for
remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So in these boad minutes Fisher 49 [click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Do you see those figures?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela And do you see those numbers without saying them?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela But I do want to reference you to Fisher at 27 to 28 and this is an
expert [click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela And do you see that sir?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Are you aware of when OVEC will be making a decision on how to
comply with those three environmental rules?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela I think that I see the same thing as you do there.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Can OVEC make that decision without approval from this
Commission?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela And the members sponsors of OVEC would ultimately have to pay
for those cost?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Do you have a position on whether the companies here LG&E and
KU would advise or seek approval from this Commission before
OVEC proceeded with that investment decision?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Just wondering if you [click on link for remarks.]
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela OBJECTION. RELEVANCE GROUNDS, or ask Mr. Miller to explain how
this is going to become relevant.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela What I am getting at is [click on link for remarks.]
Chairman Schmitt
Note: Fields, Angela SUSTAINED
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Your honour may I move on to another topic?
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11:38:19 AM

11:38:43 AM

Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Mr. Sinclair you said that theoretically there could be a uneconomic
increment that could be disallowed. But I took it that it is your
position that this is a economic deal and that all the cost remain fair,
just, and reasaonable for rate payers?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Can you point me to the best place to look in the record for that
analysis that you have undertaken to make that determination?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela How about this as a starting point to be more concrete. The
Attorney General asked you in AG 14c [click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So I am reading that as it was economic because it was approved?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Any reason why you did not provide that answer to the question to
the Attorney General?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Well the answer says [click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Sierra Club similarly asked, this is Sierra Club 1 2, identify, discuss,
and provide any study or analysis that the company has performed
or obtained [click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Your response was [click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So we took that as see AG and the only study or analysis that you
have done about cost competitiveness or need the one and only
place you point us to is the 2018 IRP Reserve Margin Analysis? Is
that right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Does the IRP Reserve Margin Analysis ever remove OVEC from the
stack of resources?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela If we are to assess whether this deal is reasonable to rate payers
[click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Can we say whether there is a uneconomical increment?
Chairman Schmitt - Attty Miller Sierra Club
Note: Fields, Angela Can you say that there is not?
Atty Miller Sierra Club
Note: Fields, Angela Well we point to several things your honour, and if I may? And
correct me Mr. sinclair if you disagree with any of this.
Atty Kurtz KIUC
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

OBJECTION [click on link for remarks.]

I think that is well taken [click on link for Chairman Schmitt's

remarks.]

Atty Miller Sierra Club
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

I want to be crystal clear [click on link for remarks.]

Lets move on to something else. [Click on link for Chairman
Schmitt's remarks.]
Atty Miller Sierra Club - witness Sinclair

Note: Fields, Angela Can I cover one final topic please.
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11:46:50 AM

11:47:04 AM

11:47:16 AM

Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Mr. Sinclair would you agree that Dr. Fisher's testimony is purely
based on economic and reliability concerns that are within the
jurisdiction of this Commission?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela But it is economic in its subject matter correct?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela There is nothing about climate change [click on link for remarks] its
all cost and rate payer impact?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela But its economic analysis would you agree with that?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Woulud you agree that the correctness or incorrectness the
relevancy or irrelevancy of the words and figures on his pages don't
change based on who put them there?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Would his math change if you got some Sierra Club person off in
another state tweeting about climate change? Does that make his
economic analysis more or less sound?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So that's what you refer to as the confirmation bias right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Are you suggesting that, that general phenomenon is unique to
Sierra Club and not to company or any other witnesses to this case?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Are you saying that Sierra Club is uniquely susceptible to this and
that everyone elses should be taken for face value but ours should
uniquely be questioned and undermind by that?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Would you agree that we still have to look at each assertion [click on
link for remarks.]?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela I'm just getting at the point you make throughout [click on link for
remarks.]
Chairman Schmitt - Atty Miller Sierra Club
Note: Fields, Angela Let me ask you a question [click on link for Chairman Schmitt's
Remarks.]
Chairman Schmitt - Atty Miller Sierra Club
Note: Fields, Angela They got their story and you got yours and so we'll try to evaluate it
appropriately and properly.
Chairman Schmitt - Atty Miller Sierra Club
Note: Fields, Angela I don't want to be unduly restrictive but at some point arguing with
a witness doesn't really accomplish to much.
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Mr. Sinclair I did want to ask you about First Energy Solutions
bankruptcy [click on link for remarks.]
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela So you say that the ? is joint and not several so the other members
don't absorb immediately the 5% short fall?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela And so currently OVEC is moving along only getting 95% of its
demand charges? Is that right?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Can you explain what is going to happen?
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11:53:02 AM

11:53:18 AM

Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Can you confirm one way or another whether the companies will
step up to fill in the gap left by First Energy?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela If a step up provision were to be included that would require an
amendment of the ? right? If that were to happen do you agree that
you are going to have to come back to the Commission and ask for
permission to amend the contract as you did in 2011?
Atty Miller Sierra Club - witness Sinclair
Note: Fields, Angela Thank you very much.
Chairman Schmitt
Note: Fields, Angela Do you have
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela I want to go through the owners of OVEC. Allegheny Energy is that
an unregulated entity in Pennsylvania?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Appalachian Power fully regulated Virginia West Virgina?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Buckeye Power a unregulated co-opt in Ohio?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Davis ? an unregulated Ohio utility?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Duke which would be unregulated Ohio, regulated Kentucky?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela First Energy Solutions in bankruptcy unregulated?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Indiana Michigan AP affiliate fully regulated Indiana and Michigan
members of PJM?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela KU and LG&E we know them?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela ? power unregulated Pennsylvania?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Ohio Power which is an AP affiliate in Ohio?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Wolverine Power is that a cooperative in Michigan?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Do you know if they are a member of MYSA?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Southern Indiana Electric and Gas which would be Indiana?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela I know your not a lawyer and I don't want a legal opinion but I want
to rread you a line from [click on the link for remarks.]
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Do you know if the inner company power agreement is a ? filed
rate?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Under the doctrine of federal preemption and the filed rate doctrine
whether this Commission can disallow ? approved cost?
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela If the inner company power agreement is a ? approved file rate
would Sierra Club's argument be better suited for ? rather than this
Commission?
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Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Would that argument or position be better suited to ? since this is a
? filed rate?
Chairman Schmitt
Note: Fields, Angela I think everybody can argue that when you file a brief.
Atty Kurtz Kentucky Industrial Utility Customers, Inc. (KIUC) - witness Sinclair
Note: Fields, Angela Thank you Mr. Chairman no more questions.
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Session Paused
Chairman Schmitt
Note: Fields, Angela

Mr. Nguyen do you have anything?
How long do you think it is going to take?

Lets break until 1 o'clock and at that time we will come back.

Okay we are back on the record. Mr. Nguyen do you have any
questions for the witness?
Session Resumed
Atty Riggs KU and LG&E
Note: Fields, Angela Very briefly your honour [click on link for remarks.]
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Can you turn to your direct testimony on page 6?
Asst GC Nguyen PSC - witness Sinclair
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Page 6 discusses the electric load forecast? Is that correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela And you mention that the companies have not materially changed or
approached to load forecasting since the last rate case in 20167 Is
that correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela But there could be some incremental changes to it?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So the methodology or the data itself?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Okay, but updating it to reflect more accurate data?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Flip now to page 10 of your testimony regarding the impact of
weather on load forecasting.
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela You mention that companies assume that future weather will be the
average of the weather experience over the last 20 years? Is that
correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So that's normalized smoothed out any peak or valleys?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Flip now to page 24 of your testimony at the bottom of the page.
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela You reference the ? the load of the ? to have an impact on summer
peak of 285 mega watts at the time the ? termination notice in
20157? Is that correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Earlier Mr. Bellar had mentioned that the municipal load was 325
mega watts and I believe in his testimony he also references 325
mega watts for the ? load. So how does that 325 mega watts get
factored into the forecast of the summer peak demand?
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Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So you look at in terms of the coincidence peak with the system
peak to determine the system planning reserve margin all of the
factors that go into the load forecast?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela And the most recent impact is 260 mega watts?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Lets now flip to page 26 of your direct testimony.
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela In the middle of the page it has the companies forecasted reserve
margin for the summer of 2019 being 23 and a half percent. Is that
correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Does that 23 and a half percent include the municipal load
departure?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Does it also include the termination of the Bluegrass ? Agreement
for unit 3 I believe?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So the 23.5% reflects both the deduction of the municipal load 260
mega watts and also the Bluegrass Unit 3 ? ?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Brown 1 and 2 was 272 mega watts?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela What was the capacity for the Bluegrass total?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Even with all that reduction the companies still forecasted Summer
2019s reserve margin to be 23 and a half percent?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Okay and is KU and LG&E on a combined system basis? Are they
summer peaking or winter peaking?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela And that was of January 2014?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela And when was the all time summer peak?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So I take it for planning purposes of the load forecast for reserve
margins its based on the sumer peak versus a winter peak?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So what would have been the 2019 winter peak forecast?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela The load forecast is done on a combined system wide basis, correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So for LG&E as a set alone system summer peaking or winter
peaking?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela And then KU is predominantly winter peaking?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela For LG&E's summer peak is it significantly higher than KU summer
peak? And then for the LG&E winter peak is that significantly higher
than KU's winter peak?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Has KU and LG&E's reserve margin been as high as 23 and a half
percent for the last five years?
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Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Has a reserve margin been lower? Was it lower in the last, not the
current IRP, but the last IRP?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Can you turn to Mr. Bellar's exhibit in his direct testimony?
Note: Fields, Angela Page 15 of 40
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela At about the third sentence it notes that the the companies targeted
summer reserve margin of 16 to 21%? Is that correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Was that something that was developed in the 2014 IRP?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela I believe the Attorney General asked this in a Data Request, but I
want to get a little clarification from you. Why was there a change or
increase from the last IRP to the current IRP of a reserve summer
margin of 16 to 21 to 17 to 25%?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela The 21 to 25 is more of an increase than 16 versus 177?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Is it the risk of having that one and ten event occuring was more
probable in the 2018 IRP than in the 2014 IRP that caused the
reserve margin on the upper end to increase from 21 to 25?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So that one and ten value was driven in large part by the extreme
cold weathers in 2014 and also in 2015?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela How long would it take for those two winters to not be impacted on
a future basis?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Just looking at the temperature alone everything else consistent, if it
is a one in ten year event, would it be not factored in after a ten
year period, or is that a too simplistic way of looking at it?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela At the bottom of page 26 it shows that the anticipated target
summer reserve margin range will bel7 to 25% for 2019 and then
for the winter equivalent reserve margin is in a range of 28 to 38%
and again is that distinction driven by the fact that KU's load is a lot
more ? in the winter time?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela You were talking about the risk of secondary CTs and the impact of
any sort of additional cost in terms of maintaining operations for
these secondary CTs that impacts the upper end of the reserve
margin analysis as well is this correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela I guess in terms of the characteristics of these secondary smaller
CTs on page 28 and 29 of your direct testimony. You talk about
[click on link for remarks.]
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So all of that has an impact on the reserve margin forecast does it
not?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So for the actual reserve margin if you exclude the small CTs along
with the ? and the demand conservation participants that reserve
margin would decrease from 23 and a half to 18.1% is that correct?
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Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela What portion of the small scale CTs are attributable to that
reduction?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela The six small CTs that are at risk of retirement [click on the link for
remarks.]
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So all of those add up to approximately 87 mega watts is that
correct?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Do you know when the forecasted retirements for those particular
units are?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So it is just depending on whatever risk?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Do you know what the contribution to the reduction in the reserve
margins associated with the CSR load?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela And so then for the demand conservation?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela And what was the mega watts associated with that?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela One final question. So is it your testimony then that KU and LG&E's
generation portfolio now is reasonable given its reserve margin the
forecasted reserve margin in order to provide service to its
customers in a reliable manner?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela So you don't think that a forecast reserve margin of 23.5 is
excessive or high?
Asst GC Nguyen PSC - witness Sinclair
Note: Fields, Angela Those are all the questions I have.
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela I have none. Any redirect?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Do you recall some cross eariler by Counsel for the Sierra Club
regarding the reserve margins for PJM and MYSO their target
reserve margin?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Do you happen to know whether their actual reserve margins there
capacity auctions have been higher or lower than there targets in
recent years?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela By a way of reference. Mr. Sinclair would you turn to the companies
response to KU AG's second round question 14 on page 6 table 1.
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Do you see that Mr. Sinclair?
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela Do those numbers reflect the companies [click on link for remarks.]
Atty Crosby KU and LG&E - witness Sinclair
Note: Fields, Angela That's all I have Mr. Chairman. Thank you.

Commissioner Cicero questions?

Commissioner Mathews?
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Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela Call your next witness.
Chairman Schmitt - witness Meiman
Note: Fields, Angela Swearing in.
Chairman Schmitt - witness Meiman
Note: Fields, Angela Mr. Ingram you may ask.
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela Would you state your full name for the record please?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela By whom are you employed Mr. Meiman?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela What is your job title there?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela State your business address please?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela Mr. Meiman did you cause to be prepared and filed in these rate
csaes both direct and rebuttal testimony?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela Were you also identified as the responsible witness on a number of
data responses that were filed in the recod in these rate cases?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela Do you have any corrections to make in those pieces of testimony or
data responses?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela So would you here today adopt those two pieces of testimony as
your testimony today?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela And would you also adopt the data responses that you provided in
the record in these cases? ?
Atty Ingram KU and LG&E - witness Meiman
Note: Fields, Angela Mr. Meiman is available your honour for cross.
Chairman Schmitt
Note: Fields, Angela Any cross examination before we go to staff?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela I have a little bit Chairman.
Note: Fields, Angela Passing out exhibits.
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela All of these documents [click on link.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Mr. Meiman do the companies maintain defined dollar benefit
retirement plans for employees that were hired prior to January 1 of
2006?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela It's a defined dollar benefit plan correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Would you agree that the Commission calls it a defined dollar
benefit plan?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do the companies contribute to those defined benefit plans today?

May this witness be excused?

You may step down you may be excused.
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Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Are the companies requesting recovery of test year cost for the
companies contributions to those defined benefit plans?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela Do the companies maintain 401K savings plans for employees in
which the companies match 70% of an employees voluntary
deferred compensation?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela But that's up to a certain amount correct?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela Are the companies requesting recovery of the test year cost for the
companies contributions to the 401k savings plans?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So would you agree then that the companies are requesting
consumers to pay [right now this question is separately] for
companies contributions to both the 401k savings plans and defined
benefit pension plans?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Now the companies 401k contribution is addition to the contributions
to the retirement income accounts? Correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Okay so lets break up employees at this point [click on link for
remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela The pre 2006 employees are defined benefit plan with the posability
of a 401k match and then everyone after that is a defined
contribution plan with the option of a 401k?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Are employees who participate in the defined benefit plans also
eligible to participate in the 401k plans?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Are the companies requesting recovery of the test year contributions
to both the defined benefit plans and 401k plans for those
employees who participate in both?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela You would agree then that in the companies last rate cases the
Commission made an adjustment to remove the 401k amounts for
employees who participated in both the defined benefit and 401k
plans?
AG EXHIBIT 1
Note: Fields, Angela Page 13 of the KU Order.
Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela You would agree there that in the second paragragh [click on the
link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So the exclusion of the two sections your talking about there that
you jst mentioned thats the bargining and the ? ? Correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela On the very last sentence on page 15 that paragraph it says
accordingly the Commission denies [click on link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you see that?
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Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela But you understand that, that is the basis for the adjustment in the
previous case correct?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And then going on to tab 2 if you don't mind.
AG EXHIBIT 2
Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Page 16 from the LG&E 2016 Order.
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And so you would agree that the justification and language is almost
identical in the two orders?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela The primary difference is the fact that LG&E has gas and electric
and that the adjustment numbers are different correct?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And so that last sentence that starts accordingly [click on link for
remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you see that?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And you would understand that those two numbers are the basis for
the adjustments in the last case?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And so you would agree that the Commission only made the
adjustment for those four groups correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And they gave direction to the company in that second paragraph by
saying [click on link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you see that?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And then it says although they will not make a distinction now [click
on the link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And the language is the same as that in the KU case correct?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela Have you reviewed the Duke order that keeps getting thrown
around the 2017-00321 case?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela If you don't mind turn to tab 12 for me?
AG EXHIBIT 12
Note: Fields, Angela Page 22 of that Order; Retirement Plan Expense
Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela As you review this you would agree that in the very last paragraph
in this section that goes on to page 23 it states that the Commission
notes [click on the link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you see that?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So you would agree that the Commission gave the same direction to
Duke as it did LG&E and KU in the last rate case as it pertains to
bargining employees?
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Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela They said go fix it for your these employees before your next rate
case?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela So we talked about the adjustment amounts in the 2016-370&371
cases that you agreed were the basis for the adjustments. Do you
know where the Commission found those numbers in the records of
those cases?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you mind to turn to tab 3.
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And would you agree that this is a Data Request Response in Case
No. 2016-371 LG&E's last base rate case?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And this is a response to Post Hearing Data Request 1-11 from
Commission Staff right?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And you are the responding witness?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Would you agree that the request here ask for a schedule that list
the number of employees who participate in both the retirement
plan eligible hire prior 1-1-06 and the savings plan company match
and 401k comapny match broken out by KU jurisdictional LG&E
electric and LG&E gas?
AG EXHIBIT 3
Note: Fields, Angela Data Request Response in Case No. 2016-00371.
Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And the very last page of that exhibit is a chart. And is it your
understanding that this is the basis of the adjustments?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So we got this amount here. Do you mind to walk through this with
me?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So the top line that's just the number of employees who fall under
any of those six buckets of categories correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And then the 401k company match pension. Is that the amount of
401k match that the comapny added for each one of those groups?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela So for bargaining unit there was 1.626 million during this time frame
match from the company for 401k?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And so then the company split it up by LG&E KU and other right?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And so I don't know what the allocation factor there was but
whatever it was was 46.08% for LG&E 53.27 for KU and then the
rest is other correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And then you took the LG&E and split it between electric and gas
right?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And then the next section you took the LG&E operating expense
split? Now I shouldn't guess here but is that taking out the amount
that is capitalzed?
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Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So this is the amount that the company will capitalize on any given
year?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And then you go to LG&E gas and it is split again. So the same
applies right? [Click on link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So then now to KU [click on link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So we can say the bottom right hand corner for instance that 2.626
million dollar number that's the jurisdictional amount of 401k
matching for KU durning this time period correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So had the Commission not distinguished between all the other
buckets of employee classifications that would have been the KU
adjustment rather than the 1.7 million? Correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And the hourly correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela I just want to make sure you agree with that answer. [click on the
link for remarks.]
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela So 900,000 from 2.6 milion would be about 1.7 million and you
understand that was the KU adjustment in the last case.
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So it stands to reason that the same applies to the LG&E gas and
electric?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Now going back to the Commission Orders in our tab 1 and 2. Did
the companies address the cost of the dual contributions for those
employees that participate in both 401k matching and defined
contributions benefit plans for those that are in the hourly and
bargining untis?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela When you say that the Commission directed you to adress it you
went to ? for them to study it first? Correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela The Mercer study. When did you all initiate that?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Was it in 2017 or was it in 2018?
POST HEARING DATA REQUEST
Note: Fields, Angela When was the Mercer study initiated.
Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Was that process ongoing while the rates cases ended in 20177
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela They were after the rate cases?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Lets turn then to tab 4 if you do not mind.
AG EXHIBIT 4
Note: Fields, Angela A response in the LG&E case to Staff DR 1-39 and you are the
responding witness?

Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
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2:02:03 PM

2:02:15 PM

2:03:28 PM

2:03:47 PM

2:03:57 PM

2:04:03 PM

2:04:18 PM

2:04:50 PM

2:05:16 PM

2:05:28 PM

2:05:38 PM

2:06:58 PM

2:07:13 PM

2:07:50 PM

2:07:57 PM

2:08:06 PM

2:08:11 PM

2:09:36 PM

2:10:24 PM

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

And the question is provide all current labor contracts and the most
recent labor contracts previously in effect? Is that correct?

Asst. Atty Gen Chandler - withess Meiman

Note: Fields, Angela

So I have here [click on link for remarks.]

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

Can you show me where in this labor contract on what page that the
new provisions that you were discussing regarding retirement were
included?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

For the sake of clarity your honour [ click on the link for remarks.]

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Would you agree with that Mr. Chandler?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

So 97 of 148 is where the retirement plan begins correct?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

And so where in this section can I find that you all removed that
401k matching?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

Alright so I got the prior contract but I believe that it is 81 of 124 to
attachment two of that response.

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

May I approach Chairman?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

So do you see on page 81 of 124 of attachment 2 to PSC's Response
1 question nhumber 39?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

And do you see the section on that page is article 28 retirement
income plan and disability benefits?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

So I believe that this is the corresponding section of the previous
agreement?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

And it actually mentions in the very last sentence 401k correct?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

Well correct but halfway through it says [click on the link for
remarks.]

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

Does that have anything to do with that, that we are talking about?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

And then the 2808 does as well correct?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

And those are the ones in the retirement income account?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

So I guess I will ask again. Can you show me where from the
attachment 1 to the attachment 2 where the company has removed
the matching 401k contributions for those employees that
participate in both the 401k and the define benefit plan?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

Was the bargining agreement updated to reflect the removal of
401k contributions to those individuals who also participate in a
defined benefit plan?

Asst. Atty Gen Chandler - witness Meiman

Note: Fields, Angela

Did you in fact change the plan as to other employees?
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2:11:12 PM

2:11:25 PM

2:11:38 PM

2:11:58 PM

2:12:50 PM

2:12:53 PM

2:13:17 PM

2:13:58 PM

2:14:10 PM

2:14:22 PM

2:15:48 PM

2:15:59 PM

2:16:16 PM

2:16:51 PM

2:17:12 PM

2:17:32 PM

2:17:35 PM

2:17:53 PM

Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So I understand the language that you put in there to make it more
flexible [click on the link for Vice Chairman Cicero's remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela If I read this correctly [click on link for Vice Chairman Cicero's
remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So in the last Order the Commission agreed with the fact that there
is defined benefit plan participants and theres defined contribution
plan participants is that correct?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela The Commission did not adjust the other savings plan benefits for
those hired after 2006 because [click on the link for Vice Chairman
Cicero's remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela But in order for this to be effective with the Union Employees you
would have to eliminate that match for all company employees?
That what is says doesn't it?
Vice Chairman Cicero
Note: Fields, Angela Kent go ahead.
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela As opposed to how the Vice Chairman read it you take this section
as saying [click on the link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So you think this limitis only to those who are pre 1-1-06?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela Going back to the orginial question [click on the link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela The Mercer study gave you all what you believe to be enough
support that you should not stop the contributions to the 401k
correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela You alls take on addressing it was just studying it?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela You did read Mrs. ? testimony in this matter correct? At least as it
regards to this issue?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you know where Mrs. ? got the support for her adjustment? The
actual dollar amount for all three of the revenue requirement ??
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Chairman may I approach the witness?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So I've handed you a copy of Mrs. ? direct testimony here. Do you
mind to turn to page 27 of that testimony?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela Will you turn to tab 5?
AG EXHIBIT 5
Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela This is the response for 1-9 for KU do you see that?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you mind to show me where in this document that you did the
same thing you did in LG&E for the KU bargining agreement?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And I think the first one is going to be 89 of 137 is where the health
and retirement section is.
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2:21:51 PM

2:22:43 PM

2:22:54 PM

2:23:21 PM

2:23:27 PM

2:23:39 PM

2:23:50 PM

2:23:52 PM

2:24:18 PM

2:24:31 PM

2:24:53 PM

2:25:07 PM

2:25:17 PM

2:25:27 PM

2:25:36 PM

2:25:47 PM

2:26:02 PM

2:26:12 PM

Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela My reading of the KU one was not identical to the LG&E one correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela You signed the KU and LG&E ones correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Would you agree that it does not appear that the language in the KU
one does provide the same flexibility as the one in LG&E
POST HEARING DATA REQUEST
Note: Fields, Angela A narrative description of why you think it reflects the same in the
KU and LG&E?
Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela I just handed you a copy of Mrs. ? testimony. Do you still have that
in front of you?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela Do you mind to turn to page 27 of her testimony?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And this would of been the section that you reviewed in reading her
testimony the first time correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you see on line 11 page 27 where she explains the adjustment.
The question that the attorney asked?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela So you would agree that the question says if the Commission
applied the same methodology [click on the link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Would you agree that that is what it says?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And what was her answer there?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Those orders from 2016 those are a little higher than what they
were last time?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela What would make them be higher?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Maybe more people making the contribution right? Because its a
voluntary contribution?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela KU's is calculated by using the jurisdictional allocation factor correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela We know that with the municipals leaving the jurisdictional
allocation factors increase?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you see that both of those are footnoted with the source of the
numbers?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And those are footnotes 45 and 46. And then would you agree that
those appear to be responses to a ? discovery to KU and LG&E?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So if we turn to tab 6 there.
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela And would you agree that tab 6 the first page is data request
response 1-60 from KU To ??
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And you are the responding witness?
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2:26:42 PM

2:27:07 PM

2:27:19 PM

2:27:55 PM

2:27:57 PM

2:28:50 PM

2:29:06 PM

2:29:17 PM

2:29:34 PM

2:29:45 PM

2:29:56 PM

2:29:58 PM

2:30:16 PM

2:30:30 PM

Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And its in this case?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And the second page is a similar request to LG&E from ?? And you
are the responding witness as well?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And its identified as 1-52 from ??
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And it's in this matter?
AG EXHIBIT 6
Note: Fields, Angela Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Data Request responses from KU and LG&E to .
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela Do you mind to just look at this one more time and see if you agree
that both of the questions are the same?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you mind if I read the question here if you read the answer?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela The question states we'll just do 1-60 in the KU matter for now.
[click on the link for question.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you see that?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you mind to read your answer into the record of that request?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Do you know the basis for the number that you gave?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela The question ask this in a way of if they applied the same
methodology correct?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela But the response says that in order to be responsive [click on the
link for remarks.]
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela So would agree then that the number that was used as an
adjustment in Mr. Kollen and Mrs. Mullinax testimony is not inclusive
of those bargining and hourly employees?
POST HEARING DATA REQUEST
Note: Fields, Angela
Note: Fields, Angela

Asst. Atty Gen Chandler - witness Meiman
Would you be able to provide a table in the form that you did in Post
Hearing 1-11 but updated with the numbers from these cases.
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And would you do that?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And so that chart would include the amounts that the Commission
asked for the companies to address in regards to the bargining and
hourly employees?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And the question asked do it in the same way that the Commission
did it in the last Order agree?
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela And would you agree that these numbers or the numbers updated
with the bargining and hourly don't need to be grossed up for state
or federal income tax purposes correct?
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2:31:58 PM

2:32:20 PM

2:32:49 PM
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2:33:10 PM

2:33:20 PM

2:33:29 PM

2:33:47 PM

2:40:27 PM

2:40:47 PM

2:41:15PM

Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Is any of the cost do you know from the Mercer study reflected in
the rate case expense in this matter?
Asst. Atty Gen Chandler - withess Meiman
Note: Fields, Angela Thank you Mr. Meiman I appreciate it.
Asst. Atty Gen Chandler
Note: Fields, Angela Chairman I would like to move to intorduce AG Exhibit 1-6.
Asst. Atty Gen Chandler - witness Meiman
Note: Fields, Angela Those are all the questions I have Chairman thank you.
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

Mr. Kurtz do you have any questions?

Does anyone other than Staff Counsel have any questions for this
witness?
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela Commissioner Cicero questions?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Well first let me ask. You constantly refere to this after this
evaluation that you determined that the total compensation package
was fair and in the companies mind did not need to be adjusted? Is
that correct?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela And so when I look at tab 3 under the AG's exhibits. I look at the
back page of AG number 3 [click on link for Vice Chairman Cicero's
remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela And tell me when you are there?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So I look at the table at the bottom and it says active defined
benefit plan open to new hires utilities 38%, KY Companies 10%,
and general industry 8% correct?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So you are in the closed defined benefit plan category? No new
participants would that be accurate?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela 58% of utilities, 20% of KY companies, and 13% of the general
industry is that right?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So in looking at the general industry of 13% and KY companies of
20% [click on the link for Vice Chairman Cicero's remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela When compared to other categories other than utilities, there's not
very many companies offering this type of a still accumulating
benefits and services on a defined benefit that has been closed?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela You said that you are on the path to no defined benefit plan and you
have eliminated 45% of the participants is that right?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Whcih means 13 years later you still have 55% of the participants
still accumulating benefits in the plan?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Well in support you stated that [click on the link for Vice Chairman
Cicero's remarks.]

Okay Mr, Nguyen?
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2:46:57 PM

2:47:12 PM

2:49:09 PM

2:49:21 PM

2:49:45 PM

2:49:57 PM

2:50:11 PM

2:50:15 PM

2:50:40 PM

2:51:13 PM

2:51:39 PM

2:51:51 PM

2:51:54 PM

2:51:58 PM

Vice Chairman Cicero - witness Meiman
Note: Fields, Angela But the point of the matter is [click on the link for Vice Chairman
Cicero's remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So your not paying any premium over that for make up right? Is that
correct?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Let me give you an example of the difference that a semi-monopoly
like LG&E and KU have [click on the link for Vice Chairman Cicero's
remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela If that dual pension benefit is born by the rate payers? Would you
agree with that assessment?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Define it how ever you want but there are two pension plans here.
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So first I want to address your convenience store with the different
types of soft drinks [click on the link for Vice Chairman Cicero's
remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Even tho the volume is the same the cost is different?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela In reference to the Duke case I think Duke was able to convince the
Commission that they were not duplicating benefits.
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela When did LG&E and KU implement their matching savings plan?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So you had a dual benefit pension plan for 30 years?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So they were able to receive a company match into a savings plan
and receive a defined benefit as well in the defined benefit plan?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela For 30 years?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So I guess my question is going to be [click on the link for Vice
Chairman Cicero's remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela For the last 30 years a employee of LG&E or KU participated in both
the defined benefit plan and also was able to contribute money into
a savings plan that the comapny matched?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela I know that the defined benefit plan terminated for new hirees in
2006. So if I rephrase it just those pre 2006 employees are
participating in both the defined benefit plan and the savings plan
with company matching funds for the last 30 years?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela And those percentages have not been modified or changed (I'm
talking about the savings plan now?)
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Match?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Down or up?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So I'm curious were the employees pre 2006 have those
percentages gone up?
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2:55:00 PM

2:55:21 PM

2:55:32 PM

2:56:27 PM

2:56:57 PM

2:57:10 PM

2:57:54 PM

3:00:04 PM

3:00:12 PM

3:02:53 PM

3:03:08 PM

3:03:11 PM

3:03:22 PM

3:03:38 PM

3:04:05 PM

3:04:48 PM

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

Why?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

So let me go through your testimony a little bit. You were asked
about the workforce and total cash compensation right?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

And I think that you make a statement [click on the link for Vice
Chairman Cicero's remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

What percentage of, those are on pages 3,4, and 5.

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

So you're making your statement [click on the link for Vice Chairman
Cicero's remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

I believe thats the argument that you are making for these
statements. I just picked out some of your [click on the link for Vice
Chairman Cicero's remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

So just laying some ground work here okay. You have 3600 to 17
employees [ click on the link for Vice Chairman Cicero's remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

Basically a thousand per company would you agree?

Vice Chairman Cicero - withess Meiman

Note: Fields, Angela

So how much of that workforce population requires the skill set that
you are referring to?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

Basically take a business person with the right education and slide
them in and on the job they will learn the requirements and
responsibilities of a particular position would you agree?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

But in response to your very last comment [click on the link for Vice
Chairman Cicero's remarks. ]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt

Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

And I think that's what the line of questioning is all about. What is
the reasonable level of cost to maintain safe reliable service?

Mr. Miller what time does your witness have to catch a plane?
What time is his flight? Do you know?

It may take more time to get to Louisville than he thinks if he leaves
at 2pm.

How many witnesses do we have left for LG&E and KU? Do we have
three?

How many other witnesses of those four does your witness need to
have testify before he does? Or does it matter at all?

Well I guess what I am saying here is at 10/11 in the morning and
we are still going and we put your man on it won't matter if
someone testifies about something overlapping correct?

You're okay no matter how it works out.
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3:30:09 PM

3:31:03 PM

3:31:12 PM

3:31:29 PM

3:31:49 PM

3:31:53 PM

3:32:02 PM

3:32:07 PM

3:32:36 PM

3:32:37 PM

3:32:51 PM

3:34:17 PM

3:34:39 PM

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Session Paused
Chairman Schmitt
Note: Fields, Angela

Session Resumed
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

What about you Mr. Chandler where does your witness have to go?

I'm not sure I would put a lot of faith in that based on past
experience.

Mr. Kurtz, what about Mr. Kollen?

Why don't we take a break and the lawyers can talk about it for a
second off the record. Is that alright? Okay we'll be in recess until
3:30.

Okay we are now back on the record and as I understand it [click on
the link for Chairman Schmitt's remarks.]

Does anyone have any objection to Mr. Kollen being excused?

With that being the case Mr. Kollen you are permanently excused.

Okay are we ready Commissioner Cicero to reconvene your
examination?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

So going back to your original testimony on page 6 line 11 you said
[click on the link for Vice Chairman Cicero's remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

What is the turnover ratio foro LG&E and KU?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

That's excluding retirements?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

Excluding retirements?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

3.6?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

3.6 in primarily in what class of employee?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

13.4?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

Well I should have asked the question excluding the 13.4 because
then it's going to be closer to about 3%?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

So here is the dilemma. At what point is the insurance policy to
retain a low turnover ratio more costly than it is to determine at
what point the turnover ratio begins to increase because what you
are offering is not adequate?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

Then I go to page 7 and on line 21 using external market
compensation data [click on the link for Vice Chairman Cicero's
remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

I would challenge you that you are paying premiums [click on link
for Vice Chairman Cicero's remarks.]
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3:38:04 PM
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3:38:49 PM
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3:41:01 PM
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3:41:38 PM

3:41:50 PM

3:42:37 PM

3:43:01 PM

3:44:54 PM

3:49:00 PM

Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Your minimum is 70% of the 50th percentile so you don't have
anybody below 70% of the midpoint?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela You weren't quoting the market [click on the link for Vice Chairman
Cicero's remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Then aren't you going above and beyond what your own study says
the market rate is?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela That would be against comparable position [click on link for Vice
Chairman Cicero's comments.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela That's how you justify a benchmarking salary right?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela But LG&E and KU will not?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela You're a 70% of the 50th percentile?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela And I may have misinterpreted that as 70% versus 50%.
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So lets switch over to the TIA plan. The bonus plan. LG&E and KU
have always had a bonus plan right?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela And it all came down to whether it was includable in rate case or
not?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So in the past have those plans that LG&E and KU had been
permitted because they did not have financial incentives
performance in therm or were they excluded?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela And then on page 15 line number 2 the last word of the second
sentence on line number 2 and the beginning of line 3 is cost
control. Is that not a financial performance measurement?
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela That's a financial performance by the way.
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela That's a financial performance.
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Well T would think that anyone would argue in the past [click on the
link for Vice Chairman Cicero's remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela So let me look at my notes here on the defined benefit plan.
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela I will make a comment to page 21 line 9 [click on link for Vice
Chairman Cicero's remarks.]
Vice Chairman Cicero - witness Meiman
Note: Fields, Angela Wouldn't that categorization fit any old time long term industrial
company?
Vice Chairman Cicero - witness Meimannt
Note: Fields, Angela So with all due respect a clean break would of been a lock and
freeze?

Created by JAVS on 3/29/2019

- Page 35 of 45 -



3:49:07 PM

3:50:26 PM

3:50:48 PM

3:52:57 PM

3:57:31 PM

3:57:33 PM

3:58:06 PM

3:58:07 PM

3:58:18 PM

3:58:41 PM

4:01:31 PM

4:02:42 PM

4:03:37 PM

4:04:25 PM

4:04:27 PM

4:05:29 PM

4.:05:40 PM

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

I've got two last questions. How respective the union negotiators
were when you modified the language and did the company have to
give something up?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

So just one last item that I am going to read here it's on page 21
and it's on the middle of linel5 it says elimination of matching
payments [click on the link for Vice Chairman's remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

I don't need you to comment on it. My only statement to that is
[click on the link for Vice Chairman Cicero's remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

And I'm going to make one last comment myself [click on the link
for Vice Chairman Cicero's remarks.]

Do you have any questions?

I just have one statement to make [click on link for Chairman
Schmitt's remarks.]

I have no questions. Mr. Ingram?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

I have just a little bit of redirect your honour.

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Note: Fields, Angela

Mr. Meiman, could you turn to the ? compensation study, that was
filed with the companies application?
Attachment #3 tab 60 page 5 of 8.

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Could you describe the meaning of that table as it relates to
company employees total compensation including incentive comp
compared to market medians in the utility industry and the general
industry?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

If the table was developed utilizing utility and general market. Does
the utilities include Kentucky Utilities and can you confirm that it also
includes the general industries in the benchmark?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

From Kentucky?

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

I mean we probably have a copy of the study [click on the link for
Vice Chairman Cicero's remarks.]

Vice Chairman Cicero - witness Meiman

Note: Fields, Angela

I didn't mean to steal Counsel's questions. i'm sorry.

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

But is it fair to say Mr. Meiman that the conclusion of the ? study is
that including incentive comp the compensation pay to company
employees is below market median?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

On the TIA plan itself a copy of which was attached to your direct
testimony. Is that correct Mr. Meiman?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Vice Chairman Cicero asked about a component of a particular TIA
award being cost controlled is that correct?
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4:05:49 PM

4:06:02 PM

4:06:19 PM

4:06:41 PM

4:06:52 PM

4:07:28 PM

4:07:32 PM

4:07:53 PM

4:08:09 PM

4.08:21 PM

4:08:24 PM

4:11:35 PM

4:13:57 PM

4:13:59 PM

4:14:05 PM

4:14:10 PM

4:14:26 PM

4:14:43 PM

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

So I want to make sure that the record is perfectly clear there is
absolutely no financial predicate to employees getting a TIA award
is that correct?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Once an individuals award is determined part of the formula includes
a cost controlled measure is that right?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Do you recall what percentage of an individuals TIA award is
factored in based on the cost controlled measure?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

If an employee is effective in controlling cost in your opinion is that
a direct benefit to customers?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Are there any segments of the employee population within the
service company that are highly skilled in nature uniformaly across
that segment?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Just a few questions on the retirement benefits your honour and
then I will be finished.

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

There has been a mention earlier today about the Commission's
decision on the 401k matching issue in the Duke Energy case that
was decided in April of 2018. Are you familiar generally with the
record in that case Mr. Meiman?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Is it your understanding that Duke Energy closed its defined benefit
pension plan to new participants in 2014?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

And remind me when the companies closed their defined pension
benefit plan?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Eight years prior?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

Have the companies in an effort to manage their risk in respect to
their defined pension benefit plan. Have they offered lump sum buy
outs to participants?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela

One more question on the Duke Energy case. Based on your
understanding of the record in that case did Duke Energy closed and
froze its pension benefit plan, did it transition emplolyees to a cash
balance plan?

Atty Ingram KU & LG&E - witness Meiman

Note: Fields, Angela
Chairman Schmitt

Note: Fields, Angela
Chairman Schmitt

Note: Fields, Angela
Asst. Atty Gen. Chandler

Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt - witness Garret

Note: Fields, Angela

Thank you Mr. Meiman I have no further redirect.
Is there any reason why this witness cannot be finally excused?
Thank you. You may step down you have been excused.

Chairman as Mr. Meiman steps down may I move to intorduct AG's
Exhibit 12?

Your next witness?

Swearing in.

Created by JAVS on 3/29/2019

- Page 37 of 45 -
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4:14:58 PM

4:15:02 PM

4:15:06 PM

4:15:12 PM

4:15:20 PM

4:15:30 PM

4:15:32 PM

4:15:34 PM

4:15:36 PM

4:16:01 PM

4:16:26 PM

4:16:39 PM

4:17:16 PM

4:17:18 PM

4:17:35 PM

4:17:50 PM

4:17:57 PM

4:18:07 PM

4:18:23 PM

Chairman Schmitt
Note: Fields, Angela Mr. Riggs.
Atty Riggs KU and LG&E - witness Garrett
Note: Fields, Angela Please state your full name?
Atty Riggs KU and LG&E - witness Garrett
Note: Fields, Angela Please state your business title?
Atty Riggs KU and LG&E - witness Garrett
Note: Fields, Angela Please state your business address?
Atty Riggs KU and LG&E - witness Garrett
Note: Fields, Angela Mr. Garrett did you cause to be prepared and filed in these cases
direct testimony and rebuttal testimony ??
Atty Riggs KU and LG&E - witness Garrett
Note: Fields, Angela Subject to the updates and [inaudible]?
Atty Riggs KU and LG&E - witness Garrett
Note: Fields, Angela He's available for any questions your honour.
Chairman Schmitt
Note: Fields, Angela Any questions?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela I have a few for Mr. Garrett courtesy of Mr. Meiman.
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela Do you have the large black binder that has witness on the front of
it or has it been taken?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela Would you mind to turn to tab 3 in that which is AG's Exhibit 3 in
this case? The last page of that exhibit.
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela It's the attachment to the response PSC Post Hearing Question
number 11 attachment 2. It's a chart.
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela So this is the last page from AG's Exhibit 3 [click on link for
remarks.]
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela Do you remember that discussion?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela And so would you agree that given that these are operating
expenses amounts that if the Commission did make the adjustment
either including or excluding the hourly and bargining unit the
adjustment would just be the operating expense amount here
grossed up for bad debt and the PSC assesment?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela And that it would not need to be grossed up for taxes correct?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela And so that calculation would be the operating income adjustment
that needs to be made?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela Were you in the room earlier when I was asking Mr. Meiman about
the Mercer and ? studies?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela He was discussing that those were the basis of the combined [click
on the link for remarks.]
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela Do you remember that conversation?
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4:18:54 PM

4:19:08 PM

4:19:12 PM

4:19:22 PM

4:19:25 PM

4:19:28 PM

4:19:41 PM

4:20:37 PM

4:21:49 PM

4:22:28 PM

4:23:09 PM

4:23:51 PM

4:24:21 PM

4:24:25 PM

4:24:57 PM

4:25:06 PM

4:26:19 PM

4:26:29 PM

Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela I just want to know the Mercer and ? study are the cost to the
companies incurred to ascertain those are those reflected as rate
case expense in these matters?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela Well let me be clear I am not asking whether they are included in
the forecasted rates, whether or not they are included in rate case
expense, in which the companies are allowed to recover in these
matters?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela Both of them?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela And that is something that would be reflected into the record with
the invoices that are provided by you in response to the Staff's initial
data request?
Asst Atty Gen Chandler - witness Garrett
Note: Fields, Angela That's all the questions I have for Mr. Garrett.
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela Staff?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela I'm looking at the companies response [click on link for remarks.]
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela We are just curious what the difference is and why the cost increase
for LG&E was more significant than the cost increase for KU? And
generally what accounts for the cost increase?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Well if we need it I guess I will do a Post Hearing Data Request.
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela With respect to the manner in which LG&E and KU engage in
financing. They don't engage in financing on a project basis is that
correct?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela I'm looking at LG&E's response to Staff's 3rd Request for
Information item number 10a.
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela I'll read the question of subpart a. [Click on the link for question.]
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Were you responsible for the answer to this?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Could you just read the response to subpart a?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela This is LG&E's response but I believe the answer was the same for
KU, is that accurate?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Why is the fact that the deferred taxes are generally adjusted
quarterly for budgeting purposes rather than monthly leave the
companies to belive that it is more appropriate to spread the
changes in activity evenly when calculating the pro rata balance?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela So it moves monthly because of the ITC adjustments you said?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela And then on a quarterly basis you are estimating the companies
taxes?

Anyone else have questions for this witness?
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4:26:41 PM

4:27:18 PM

4:27:31 PM

4:27:54 PM

4:28:02 PM

4:28:27 PM

4:29:19 PM

4:29:39 PM

4:30:15 PM

4:30:32 PM

4:31:17 PM

4:31:23 PM

4:32:00 PM

4:32:25 PM

4:33:04 PM

Staff Atty Bellamy - witness Garrett
Note: Fields, Angela And making a quarterly payment?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela So every quarter at the end of each quarter you are then occurring a
larger increase or decrease in deferred taxes depending on the
timing difference between the tax and book depreciation?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela The second part of that question it says [click on link for remarks.]
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Why is that mechanism consistant with the core principles of that
guideline?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela And that's what the core principle in ASC?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Would you agree that the accumulation of deferred taxes it is
affected by the amount of taxes owed during a specific period but
also it is affected by the timing differences during a specific period?
Is that accurate?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela In a single tax year if you were to spread the tax expense across an
entire year, the changes in the deferred tax balance could be
different in any give month based on the timing differences in that
month even if the amount of taxes in that month were the same as
a later month?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela The second part of that question referred to 26CFR Section 1.167 L1
are you familiar with that regulation?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Are you familiar with the examples that are provided in the
regulation?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Is there anything in ASC 740270 that requires you to spread the
change in deferred taxes across the entire period?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela The reason I am asking is [click on the link for remarks.]
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Is that approximately how you understand it?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela My understanding is that, the reason for the pro rata method is
[click on the link for remarks.]
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela If you had a 12 month period and say there was no change in ADIT
and there was a large increase in ADIT in the very last month the
pro rata method says you [click on the link for remarks.]
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Is that correct?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela If there was a large increase in ADIT in the end at the very last
month in the future test period and the Commission were to order
that change be spread across the entire year do you think that, that
would be inconsistent with the pro rata method?
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4:35:24 PM

4:35:38 PM

4:36:19 PM

4:36:22 PM

4:37:06 PM

4:37:37 PM

4:37:49 PM

4:37:50 PM

4:38:05 PM

4:38:34 PM

4:38:36 PM

4:38:39 PM

4:38:41 PM

4:38:42 PM

4:38:44 PM

4:38:47 PM

4:38:50 PM

4:38:52 PM

4:39:10 PM

4:39:47 PM

4:39:50 PM

Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Imagine there is no other change in ADIT in a future test period.
There is a significant increase in ADIT in the last month of the test
period. Which the pro rata method would indicate you would
multiply by one and divide by 365. Would it be inconsistent with the
pro rata method as defined in the treasury regulation, to essentially
divide that change in the last month by 12 and spread it across the
future test period?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela I'm just looking at your rebuttal testimony at page 7.
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela I can read it to you [click on link for remarks.]
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Do you still agree with that statement?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela And it is basically saying that [click on link for remarks.]
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela And the reverse of that assuming all things are even. Would the
extension of the plant lifes create any additional cost to the
companies?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela But if they were earning a rate of return on the additional
capitalization?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela They would be made whole?
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela Was that a yes? I am sorry.
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela And I don't know if these questions are for Mr. Blake or for you ands
these are my last two or so.
Staff Atty Bellamy - witness Garrett
Note: Fields, Angela I didn't have any other questions. Thank you
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela May this witnes be excused?
Chairman Schmitt - witness Garrett
Note: Fields, Angela Thank you. You may step down and be excused.
Chairman Schmitt
Note: Fields, Angela
Atty Riggs KU and LG&E
Note: Fields, Angela

Commisioner Cicero questions?
Commissioner Mathews?
I have none.

Any redirect?

Do you want to see if we can get one more?

Yes your honour, we are in a point in our case where we can break
and [click on link for remarks.]
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela Alright well Mr. Miller call your witness?
Atty Miller Sierra Club - witness Fisher
Note: Fields, Angela I call Doctor Jeremy Fisher on behalf of the Sierra Club to the stand.

Does anybody have any objection to taking Mr. Fisher at this time?
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4:40:23 PM

4:40:29 PM

4:40:39 PM

4:40:45 PM

4:40:53 PM

4:41:02 PM

4:41:09 PM

4:41:15 PM

4:41:39 PM

4:41:50 PM

4:41:51 PM

4:41:53 PM

4:42:01 PM

4:42:05 PM

4:42:15 PM

4:42:21 PM

4:42:37 PM

4:43:07 PM

4:43:14 PM

4:43:33 PM

4:43:51 PM

Chairman Schmitt - witness Fisher

Note: Fields, Angela

Swearing in.

Atty Miller Sierra Club - witness Fisher

Note: Fields, Angela

Dr. Fisher will you please state your full name for the record?

Atty Miller Sierra Club - witness Fisher

Note: Fields, Angela

And could you identify your employer and job title?

Atty Miller Sierra Club - witness Fisher

Note: Fields, Angela

What is your business address?

Atty Miller Sierra Club - witness Fisher

Note: Fields, Angela

Did you cause to be prepared written direct testimony on behalf of
Sierra Club in these proceedings?

Atty Miller Sierra Club - witness Fisher

Note: Fields, Angela

And are you the sponsor of certain responses to Data Request from
Staff and the companies?

Atty Miller Sierra Club - witness Fisher

Note: Fields, Angela

Do you have any corrections to your testimony to make?

Atty Miller Sierra Club - witness Fisher

Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.
Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Thank you very much.
Mr. Riggs cross examination?
You don't want to go first?

Mr. Kurtz please?
Fisher
Clifty Creek is one of the OVEC Power Plants?
Fisher
Fisher
It's located in Madison Indiana?
Fisher
And OVEC is owned by utilities or unregulated power marketors in
seven states?
Fisher
Ohio, Pennsylvania, West Virginia, Virginia, Indiana, Michigan, and
Kentucky?
Fisher
Your second recommendation to the Commission, the beginning of
your testimony is that the Commission should open an investigation?
Fisher
To timely initiate a new docket [click on link for remarks.]
Fisher
Is that a fair summary of your second recommendation?
Fisher
Do you know where the coal provided to the Clifty Creek Power
Plant is sourced?
Fisher
Do you understand that almost all of the coal for the Clifty Creek
Power Plant for 2018 was provided by Alliance Coal Riverview Mine
in Union County Kentucky?
Fisher
I'm just talking about the Clifty Creek Power Plant not the ? OVEC
units?
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4:45:28 PM

4:45:47 PM

4:46:38 PM

4:46:59 PM

4:47:02 PM

4:47:10 PM

4:47:27 PM

4:47:46 PM

4:47:59 PM

4:48:10 PM

4:48:30 PM

4:48:43 PM

4:48:54 PM

4:49:52 PM

4:50:17 PM

4:50:39 PM

4:51:37 PM

4:51:38 PM

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela
Atty Miller Sierra Club

Note: Fields, Angela
Chairman Schmitt

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Miller Sierra Club
Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela

Atty Kurtz KIUC - witness Dr.

Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

Fisher
Now if the Clifty Creek Power Plant was shut down and almost all of
the coal was provided from Kentucky coal mines, wouldn't the
shutdown of Clifty Creek hurt the Kentucky economy more than the
other states that have OVEC ownership?

Fisher
In this investigation to determine any other relavant questions
wouldn't it be relavant for the Commission to take into account the
2.3 million tons of coal that came out of Union County Kentucky to
the Clifty Creek Power Plant in 2018?

Fisher
What about the 180 direct mining jobs at the Riverview Coal Mine?

Fisher
For example if the analysis showed that staying in the OVEC
contract would [click on link for remarks.]

Fisher
Is that what you are saying it would be relevant?

OBJECTION

Overruled. You may answer if you know.
Fisher
What about the 4.6 million dollars in Kentucky severance taxs paid
to Union County in 2018? Would that be relevant?
Fisher
What abou the 5.5 million in Kentucky's whole royalties paid in
2018?
Fisher
What about the $952,000.00 of Kentucky's sales and property taxes?
Fisher
So if the Commission were to grant your second recommendation
and take a look at the companies participation in OVEC it would be
relevant to look at the impact on coal mining in Kentucky? Do you
agree with that?

SAME OBJECTION. [Click on the link for remarks.]
Fisher
Do you understand the question?

You may answer the question.

Fisher
One last question. Would it be relevant for the Commission to
consider whether or not with the closure of Clifty Creek the
Riverview Mine would shutdown and therefore provide KU with no
revenue and therefore other consumers would have to make up the
lost revenue from the shutdown coal mine?

Fisher
Well [click on the link for remarks.]

Fisher
Would that be relevant?

Fisher
Thank you Mr. Chairman.

Questions?
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4:51:51 PM
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4:52:35 PM

4:52:58 PM

4:53:02 PM

4:53:04 PM

4:53:07 PM

4:53:38 PM

4:55:28 PM

4:56:17 PM

4:56:20 PM

4:56:35 PM

4:57:08 PM

4:57:31 PM

4:57:38 PM

4:58:01 PM

4:58:11 PM

4:58:12 PM

Chairman Schmitt
Note: Fields, Angela

Chairman Schmitt
Note: Fields, Angela

Anyone else have any questions for Dr. Fisher?

Anyone else other than staff? If not Mr. Bellamy go ahead.

Staff Atty Bellamy PSC - witness Dr. Fisher

Note: Fields, Angela

I just wanted to clarify in your testimony you were not
recommending any specific adjustment to either of the companies
revenue requirement? Is that correct?

Staff Atty Bellamy PSC - witness Dr. Fisher

Note: Fields, Angela

Do you dispute the testimony of the companies witnesses regarding
their obligation under the contract to pay demand charges
regardless of whether or not they purchase energy from OVEC?

Staff Atty Bellamy PSC - witness Dr. Fisher

Note: Fields, Angela

Do you dispute the companies testimony that they are responsible
under the contract for a a pro rata share of the debt incurred by
OVEC?

Staff Atty Bellamy PSC - witness Dr. Fisher

Note: Fields, Angela
Chairman Schmitt

Note: Fields, Angela
Chairman Schmitt

Note: Fields, Angela

Commissioner Mathews -

Note: Fields, Angela

Commissioner Mathews -

Note: Fields, Angela

Commissioner Mathews -

Note: Fields, Angela

Commissioner Mathews -

Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

That's all the questions I had. Thank you.
Commissioner Cicero questions?

Commissioner Mathews?

witness Dr. Fisher
In the covering of OVEC's cost of the capacity [click on link for
remarks.]

witness Dr. Fisher
Does that change your analysis at all?

witness Dr. Fisher
Even with some of the proposed changes to that capacity market
that would reflect a higher benefit to units that were large base load
units?

witness Dr. Fisher
I might have a Post Hearing Data Request.

Mr. Riggs or Mr. Crosby any redirect?

Atty Miller Sierra Club - witness Dr. Fisher

Note: Fields, Angela

You did not report to testify ? one way or the other on how or
whether the considerations that Mr. Kurtz mentioned should factor
into the Commission's decision making?

Atty Miller Sierra Club - witness Dr. Fisher

Note: Fields, Angela

I just wanted to finish a sentence [click on the link for remarks.]

Atty Miller Sierra Club - witness Dr. Fisher

Note: Fields, Angela

That's the fuller recommendation?

Atty Miller Sierra Club - witness Dr. Fisher

Note: Fields, Angela

And that second part is contemplating the possibility that there could
be an unreasonable uneconomic increment of the revenue recovery
from retail customers?

Atty Miller Sierra Club - witness Dr. Fisher

Note: Fields, Angela

And you have not seen that justified in the record?

Atty Miller Sierra Club - witness Dr. Fisher

Note: Fields, Angela

Thank you very much.

Atty Crosby KU & LG&E - witness Dr. Fisher

Note: Fields, Angela

Now I do have some cross if I may. Two questions.
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4:58:21 PM

4:58:30 PM

4:59:00 PM

4:59:06 PM

4:59:07 PM

4:59:12 PM

4:59:16 PM

4:59:20 PM

5:01:00 PM

5:01:15 PM
8:29:25 AM

Atty Crosby KU & LG&E -

Note: Fields, Angela

Atty Crosby KU & LG&E -

Note: Fields, Angela

Atty Crosby KU & LG&E -

Note: Fields, Angela

Atty Crosby KU & LG&E -

Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela
Chairman Schmitt
Note: Fields, Angela

Session Paused
Session Ended

witness Dr. Fisher
Your second recommendation is that this Commission should open a
new later proceeding to address this issue correct?

witness Dr. Fisher
The Sierra Club does not have a position about some portion of the
OVEC cost that might be uneconomic in the rates proposed in this
proceeding?

witness Dr. Fisher
We're not talking about rates in this case, we're talking about future
proceeding to consider this, that is your recommendation?

witness Dr. Fisher
Nothing further your honour. Thank you.

I'll give you one more bite?

Is there any reason why Dr. Fisher cannot be excused?
You may step down Dr. Fisher.

Do you want to put on your witness Mr. Chandler?

We'll recess until 9am in the morning at which time we will finish KU
and LG&E witnesses.
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF KENTUCKY
UTILITIES COMPANY FOR AN ADJUSTMENT OF ITS
ELECTRIC RATES AND FOR CERTIFICATES OF

OF PUBLIC CONVENIENCE AND NECESSITY

CASE NO.
2016-00370

e e N N

ORDER
Kentucky Utilities Company (*KU") is a jurisdictional electric utility that generates,
transmits, distributes, and sells electricity to consumers in portions of 77 counties in
central, northern, southeastern, and western Kentucky.! Its mosf recent general rate
increase was granted in Case No. 2014-00371.2

BACKGROUND

On October 21, 2016, KU filed a notice of its intent to file an application
for approval of an increase in its electric rates based on a forecasted test year ending
June 30, 2018. On November 23, 2016, KU filed its application, which included new
rates to be effective January 1, 2017, based on a request to increase its electric
revenues by $103.1 million, or 6.4 percent per year for the forecasted test period
ending June 30, 2018, as compared to the operating revenues for the forecasted test

period under existing electric rates.3 The proposed increase would raise the monthly bill

' See KU's Application, § 2 for a list of the counties served.

2 Case No. 2014-00371, Application of Kentucky Utilities for an Adjustment of Its Electric Rates
(Ky. PSC June 30, 2015):

3 Application, 1 6.
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of an average residential customer by $7.16, or 5.9 percent.* The average KU
residential customer consurﬁes approximately 1,179 kilowatt-hours (*kWh") of electricity
monthly.® KU's application included requests for Certificates of Public Convenience and
Necessity (;‘CPCNs”) to implement an Advanced Meter System (“AMS”) and a
Distribution Automation system (“DA"). KU stated that the AMS project would involve
replacing approximately 530,000 existing electric meters in its service territory with AMS
meters, which have two-way communications and remote service switching
capabilities.® The estimated capital cost of the AMS project is $138.8 million.” The
estimated incremental operating and maintenance cost during the deployment phase is
approximately $13.7 million.® The deployment period was expected to begin in late
2017 and to be completed by the end of 2019.° KU also requested authority to
establish a regulatory asset for the remaining net book value of the electric meters
retired as a result of the proposed AMS project.’® KU estimated that the amount of this
regulatory asset would be approximately $26.9 million.'' In connection with the
proposed AMS project, KU also sought deviations from certain regulations dealing with

meter inspections and testing.

41d,97.
51d.

Sid., 114
7ld.

8ld.

9 ld.

10 /d., 933.
" d.
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According to KU, the proposed DA project involves the extension of intelligent
control over electric power grid functions to the distribution system level.'> The project
will enable KU's distribution system to provide real-time information and allow for
remote monitoring, remote control, and automation of distribution line equipment.’® For
both KU and Louisville Gas & Electric Company (“LG&E”), KU's sister company,'* the

total capital cost of the proposed DA project is approximately $112 million.® The

project will be completed in approximately seven years.'® Of the total capital

expenditure, KU estimated $23 million to be incurred before the end of the forecasted
test year on June 30, 2018.77 KU and LG&E (jointly “Companies”) estimated the
operations and maintenance (“O&M”") expense related to the proposed DA project to be
$6 million over the seven-year implementation period, $1.16 million of which will be
incurred before the end of the forecasted test year.'® The DA project will affect
approximately 20 percent of the Companies’ circuits, 40 percent of the Companies’

distribution line miles, and 50 percent of the Companies’ customers. '

20,923
8 /d.

" LG&E has also filed a base rate application seeking, among other things, an increase in its
electric and gas rates. That application is docketed as Case No. 2016-00371, Electronic Application of
Louisville Gas and Electric Company for an Adjustment of Its Electric and Gas Rates and for Certificates
of Public Convenience and Necessity (Application filed Nov. 23, 2016).

5 Application, 1 30.

8 Id.

7 id.

8 Id.,, 731.

¥id, 723
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KU estimated that it will receive approximately $861,843 of jurisdictional
reservation and termination fees in connection with agreements related to the refined
coal production facilities at the Companies’ Ghent, Mill Creek, and Trimble County
Generating Stations.2® Pursuant to Case No. 2015-00264,2' KU has been recording
these proceeds as a regulatory liability and it now proposes to amortize this regulatory
liability over three years.?? .

Lastly, KU also submitted a depreciation study in support of its application and
requests that its proposed depreciation rates be approved.

Pursuant to the Commission’s December 13, 2016 Order, KU's new rates, which
were proposed to become effective on January 1, 2017, were suspended for six
months, up to and including June 30, 2017. The December 13, 2016 Order also
established a procedural schedule, which provided for a deadline for filing intervention
requests; two rounds of discovery upon KU's application; a deadline for the filing of
intervenor testimony; one round of discovery upon any intervenor testimony; and an
opportunity for KU to file rebuttal testimony.

The following parties were granted intervention in this proceeding: the Attorney
General of the Commonwealth of Kentucky, by and through his Office of Rate
Intervention (“AG"); Kentucky Industrial Utility Customers, Inc. (“KIUC"); Kroger
Company (“Kroger”); WaI—Mart Stores East, LP and Sam'’s East, Inc. (jointly “Wal-Mart”);

Kentucky School Boards Association (“KSBA"); Kentucky Cable Telecommunications

20 /d., 9] 39.

2t Case No. 2015-00264, Application of Louisville Gas and Electric Company and Kentucky
Utilities Company Regarding Entrance info Refined Coal Agreements, for Proposed Accounting and Fuel
Adjustment Clause Treatment, and for Declaratory Ruling (Ky. PSC Nov. 24, 2015).

22 Application, 1) 39.
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Association (“KCTA”); Alice Howell, Carl Vogel, and Sierra Club (jointly “Sierra Club");
BellSouth Telecommunications, LLC d/b/a AT&T Kentucky (“AT&T"); Community Action
Council for Lexington-Fayette, Bourbon, Harrison, and Nicholas Counties, Inc. (“CAC");
Lexington-Fayette Urban County Government (“LFUCG”); and Kentucky League of
Cities ("KLC").

Informal conferences (“IC") were held at the Commission’s offices on April 12,
13, and 17, 2017, which resulted in all of the parties to this matter, with the exception of
AT&T and KCTA, reaching a settlement agreement in principle on all issues other than
those involving the Companies’ proposed Rate PSA — Pole and Structure Attachment
Charges.?3 On April 19, 2017, KU and LG&E filed a motion requesting leave to submit
the written Stipulation and Recommendation (“First Stipulation”) intended to address all
of the issues, except for the proposed Rate PSA tariff, in the two respective rate cases.
An additional IC was held on April 25, 2017, for the limited purpose of discussing and
possibly resolving the issues associated with the Companies’ proposed Rate PSA tariff.
The Companies, KCTA, and AT&T were able to reach an agreement in principle for the
resolution of all material issues pertaining to the proposed Rate PSA tariff. On May 1,
2017, KU and LG&E filed a motion requesting leave to submit the written Second
Stipulation and Recommendation (“Second Stipulation”), which addresses all of the
issues related to the Companies’ proposed Rate PSA tariff.

The Commission held information sessions and public meetings for the purpose
of taking public comments on April 11, 2017, in Louisville, Kentucky, at Jefferson

Community and Technical College; on April 12, 2017, in Madisonville, Kentucky, at

2 The informal conferences were jointly held to discuss issues in the instant matter and to
discuss issues related to the LG&E rate case, Case No. 2016-00371.
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Madisonville Community College; and on April 18, 2017, in Lexington, Kentucky, at the
Lexington Public Library — Northside Branch.

A formal hearing was held on May 9, 2017, for the purposes of cross-
examination of all witnesses and for the consideration of the two stipulations.?*
Pursuant to a May 3, 2017 Order, the Commission Vrequired all of the Companies’
employee witnesses as well as the Companies’ consultant Steven Seelye, KIUC's
witness Stephen Baron, and KSBA's witness Ronald Willhite to be present at the
hearing.?®> The May 3, 2017 Order provided the parties to this matter an opportunity to
cross-examine any of the other witnesses and, accordihgly, directed the parties to the
two cases to submit written notice on or before May 5, 2017, setting forth the name of
each witness that each party intended to cross-examine at the formal hearing.?®6 The
May 3, 2017 Order noted that in the absence of a notice identifying witnesses whose
attendance was not required by the Commission, the parties would be deemed to have
waived cross-examination of those witnesses. None of the parties submitted a notice,
and the only witnesses presented for cross-examination were those set forth above as
named in the May 3, 2017 Order.

KU filed responses to post-hearing data requests on May 26, 2017, and on June
9, 2017. KSBA filed responses to post-hearing data requests on May 26, 2017. All the
parties also filed post-hearing statements indicating they would not object to, or

withdraw from, the First Stipulation, regardless whether all schools, including non-public

24 See May 3, 2017 Order at 2.
2 Id. at 3.

%6 fdd
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schools, are included in the optional pilot program for schools as set forth in Article 1V,
paragraph 4.11 of the First Stipulation. On May 31, 2017, the AG, Sierra Club, CAC,
LFUCG, Metropolitan Housing Coalition ("MHC"), Association of Community Ministries
("ACM”), and Louisville/Jefferson County Metro Government (“Louisville Metro”),?7 filed
a joint post-hearing brief in the instant matter and in the LG&E rate case proceeding
recommending approval of the Residential Basic Service Charge as set forth in the First
Stipulation. On May 31, 2017, KU, KIUC, and Kroger filed their respective post-hearing
briefs recommending approval of the First and Second Stipulations. On June 1, 2017,
KSBA filed a separate post-hearing brief addressing the legality of the optional pilot
school rate tariffs. KU and the AG filed their respective briefs on the pilot school tariff
issue on June 2, 2017. KSBA and the AG contend that the school-related pilot tariffs do
not violate KRS 278.035 because the proposed tariffs set forth a reasonable
classification and would not be preferential, given the unique load characteristics and
usage patterns of schools as compared to the other customers in their existing rate
classes. The AG also pointed out that all public and private schools have similar load
and usage characteristics making them a homogenous group, which made it reasonable
to include in the pilot school tariff private schools that might wish to participate. The AG
opined that “[a]s long as potential school participants to the pilot electric school tariffs
are afforded equal opportunity to participate, the pilot electrical tariffs cannot be said to
be ‘preferential’ within the meaning of KRS 278.035."28 Similarly, KU contends that the

pilot school tariffs do not provide a publicly funded entity an entitlement to service under

7 MHC, ACM, and Louisville Metro are parties only to the LG&E rate case, Case No. 2016-
00371.

# AG's Post-Hearing Brief Regarding School Board Pilot Tariff at 7-8.
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that rate, and that the pilot tariffs are a reasonable means of gathering data to
determine whether such tariffs should be made generally available service offerings.
KSBA, KU, and the AG all indicated that they did not object to modifying the First
Stipulation to allow schools not covered by KRS 160.325, i.e., non-public schools, to
participate in the pilot tariffs.

FIRST STIPULATION

The First Stipulation reflects the agreement of all of the parties to the two cases,
with the exception of KCTA and AT&T, addressing all of the issues not related to pole

attachments. A summary of the provisions contained in the First Stipulation is as

follows:

o KU agrees to withdraw the CPCN request to implement the AMS project
and will initiate an AMS collaborative involving the Companies and all

interested parties to these proceedings to discuss any concerns about
AMS 29

o KU will be issued a CPCN to implement the DA project.
o KU revenue will increase by $54.9 million.

¢ The stipulated level of revenue associated with the electric operations
were adjusted by: 1) removal of AMS cost recovery; 2) reduction of
Return on Equity (“ROE") to 9.75 percent; 3) revised depreciation rates; 4)
revenues from refined coal agreements at Ghent; 5) updated five-year
average for uncollectible debt expense; 6) use of an eight-year average of
generator outage expenses, based upon four-years' historical expenses
and four-years’ forecasted expenses; and 7) adjustment to construction
work in progress capital slippage.

o The agreed-to revenue allocation is set forth in Exhibit 4 of the First
Stipulation.

29 Because KU has agreed to withdraw its CPCN request to implement the AMS project, the
company is also withdrawing its request to establish a regulatory asset for those electric meters that
would have been retired as a result of the AMS project and the requests to deviate from certain
reguiations governing meter inspections and testing. See May 9, 2017 Hearing at 2:22:09.
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The Basic Service Charge will increase to $11.50 effective July 1, 2017,
and to $12.25 effective July 1, 2018, for KU and LG&E Electric Rates RS,
VFD, RTOD-Energy and RTOD-Demand.

Current CSR customers may choose between Option A and Option B.
o Option A reflects the Companies’ as-filed proposition.

o Option B reflects the following modifications to the existing CSR
tariff:
= credits for both Companies of $6.00 per kVA-month
(primary) and $5.90 per kVA-month (transmission);

= KU may request physical curtailment when more than ten of
the utility’s primary combustion turbines (“CTs”) are being
dispatched, irrespective of whether the utility is making off-
system sales. A CSR customer may avoid a physical
curtailment by buying through at the Automatic Buy-Through
Price.

KU and LG&E agree to add a voluntary sports-field-lighting rate schedule,
Pilot OSL - Outdoor Sports Lighting Service, on a pilot basis limited to 20
participants per company and will utilize a time-of-day rate structure.

KU and LG&E agree not to split their residential and general service
electric energy charges into Infrastructure and Variable components as
proposed.

KU and LG&E agree to file a study in their next rate cases regarding the
impacts of 100 percent base demand ratchets for Rate TODS.

For customers with their own generation, for 60 minutes following a utility-
system fault, KU and LG&E agree to not use any demand data for a Rate
TODP customer to set billing demand.

KU and LG&E agree to add an optional pilot tariff for schools subject to
KRS 160.325. The Companies’ pilot rate provisions will be available to
new participants until the total projected revenue reduction is $750,000
annually for each company, compared to the projected annual revenues
for the participating schools under the rates under which the schools
would otherwise be served.

KU and LG&E agree to file an application no later than December 81,
2017, proposing a two-year extension of the School Energy Managers
Program (from July 1, 2018, through June 30, 2020) with a proposed total
annual level of funding of $725,000.
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« KU and LG&E agree to fund a study concerning economical deployment
of electric bus infrastructure in the Lexington area, as well as cost-based
rate structures related to charging stations and other infrastructure needed
for electric buses.

* KU and LG&E agree to establish an LED Lighting Collaborative involving
Louisville Metro, LFUCG, and any other interested parties to these
proceedings.

« KU agrees to increase its monthly residential Home Energy Assistance
("HEA") charge from $0.25 per month to $0.30 per month, which will
remain effective through June 30, 2021.

» KU and LG&E agree to commit to contribute a total of $1.45 million of
shareholder funds per year, which will remain in effect through June 30,
2021. These shareholder funds will be applied as follows:

o From KU, $100,000 for Wintercare and $470,000 for HEA. CAC
administers both programs. KU agrees that up to 10 percent of its
total contributions to CAC may be used for reasonable
administrative expenses.

A0
o From LG&E, $700,000 to ACM for utility assistance and $180,000 L 4
for HEA. LG&E agrees that up to 10 percent of its total
contributions to ACM may be used for reasonable administrative
expenses.
The First Stipulation results in the monthly bill of an average KU residential
customer increasing by $4.20, or 3.49 percent. A summary of the impact of the First
Stipulation on KU'’s revenue requirement is as follows.
» Electric Operations. The parties agreed in the First Stipulation to reduce
KU’s requested revenue increase from $103.1 million to $54.9 million.
The adjustments to KU’'s requested revenue requirement are discussed
further below.
A. Advanced Metering System. As previously discussed, KU
requested that the Commission grant a CPCN to install AMS
in its service territory. As part of the First Stipulation, the
Companies agreed to withdraw their requests for the CPCN
and to establish a collaborative to discuss the parties’
concerns and seek to address them. In the test year, the f?
N
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cumulative effect of the withdrawal of the CPCN on the
revenue requirement of KU is a reduction of $6.3 million.

Return on Equity. The agreement to reduce the ROE to 9.75
percent results in a decrease to KU's revenue requirement of
$15.3 million.

Depreciation. KU proposed to revise its depreciation rates
based upon depreciation studies that were performed by
John Spanos of the firm Gannett Fleming Valuation and
Rate Consultants, LLC. The parties to the First Stipulation
agreed to revise KU's proposed depreciation rates resulting
in a revenue-requirement reduction of $14.7 million. The
revised depreciation rates will also reduce KU's
environmental cost recovery revenue requirement by $19.1
million. The impact will be included in the environmental
cost recovery filing made for the July 2017 expense month.

KU Refined Coal Revenues. The First Stipulation reflects a
$9.1 million reduction in KU's revenue requirement related to
KU's contract proceeds from the Refined Coal project at the
Ghent Generating Station.

Uncollectibles Expense. KU proposed to use uncollectible
factors based on using a five-year average of write-offs to
revenues for the period 2011 through 2015. The First
Stipulation uses an updated five-year period, 2012 through
20186, to reduce KU's revenue requirement by $0.5 million.

Normalize Generation Outage. KU proposed $90.201 million
in generation outage expense for the test year, which
exceeded its five-year average of $77.384 million. In the
First Stipulation, the parties agreed to use an eight-year
average expense, four years of historical expenses, and four
years of forecasted expenses. This approach reduces KU's
revenue requirement by $1.6 million.

Construction Work in Progress Capital Slippage. The First
Stipulation reflects a slippage factor to eliminate over
estimation in construction budgeting. The slippage factor
reduces KU's requested revenue requirement by $0.7
million.
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o Stipulation Summary. The table below reflects the impact each
Stipulation adjustment has on KU.

KU
Proposed Revenue Requirement $ 103.1 million
Remove AMS (6.3) million
9.75% Return on Equity (15.3) million
Revised Depreciation Rates (14.7) million
KU Refined Coal Revenues (9.1) million
Uncollectible Expense (0.5) million
Generator Outage Expenses (1.6) million
CWIP Capital Slippage (0.7) million
Stipulated Revenue Requirements $ 54.9 million

SECOND STIPULATION

The Second Stipulation reflects the agreement of KU, AT&T, and KCTA as to the
terms and conditions of KU's pole and structure attachment charges contained in Tariff

PSA. The major substantive areas addressed in the Second Stipulation are as follows:
« Agreement on KU's attachment charges for pole-top wireless facilities;
e Agreement on KU's attachment charges for mid-pole wireless facilities;*'

* Amendment of the terms and conditions set forth in KU’s proposed Tariff
PSA rate schedule.®?

ANALYSIS AND FINDINGS

The Commission’s statutory obligation when reviewing a rate application is to
determine whether the proposed rates are “fair, just, and reasonable.”™® While

numerous intervenors with significant experience in rate proceedings and collectively

3¢ Second Stipulation, paragraph 1.2.
31 |d. at paragraph 1.3.

32 |d, at paragraph 1.4,

33 KRS 278.030(1).
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representing a diverse range of customer interests have participated in this case, the
Commission cannot defer to the parties as to what constitutes fair, just, and reasonable
rates. The Commission must review the record, including the two stipulations, and
apply its expertise to make an independent decision as to the level of rates, including
terms and conditions of service, that should be approved.

To satisfy its statutory obligation in this case, the Commission has performed its
traditional ratemaking analysis, which consists of reviewing the reasonableness of each
revenue and expense adjustment proposed or justified by the record, along with a
determination of a fair ROE.

FIRST STIPULATION

Based upon its review of the First Stipulation, the attachments thereto, and the
case record including intervenor testimony, the Commission finds that, with the
modifications discussed below, the First Stipulation is reasonable and in the public
interest. With those modifications, the Commission finds that the First Stipulation was
the product of arm's-length negotiations among knowledgeable, capable parties and
should be approved. Such approval is based solely on the reasonableness of the
modified First Stipulation and does not constitute a precedent on any individual issue.

Employee Retirement Plans

KU maintains a Defined Dollar Benefit Retirement Plan for those employees
hired prior to January 1, 2006 (“Pre 2006 DDB Plan”).* This plan was closed to new

participants and was replaced with a Retirement Income Account (“401(k) Plan") for

% See KU's response to Commission Staff's Fourth Request for Information ("Staff's Fourth
Request”), ltem 6.
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those employees hired after January 1, 2006.*° All employees that were hired prior to
January 1, 2006, are eligible to participate in both the Pre 2006 DDB Plan and the
401(k) Plan.’® KU contributes 100 percent of the Pre 2006 DDB Plan costs.’’” KU also
contributes to the 401(k) Plan between 3 percent to 7 percent® of eligible employee
compensation and $0.70 per dollar match for employee contributions up to 6 percent of
the employee’s eligible contribution.*

The Commission finds that, for ratemaking purposes, it is not reasonable to
include both KU's Pre 2006 DDB plan contributions and KU's matching contributions to
the 401(k) Plan for the following employee categories: exempt, manager, non-exempt,
and officer and director personnel. The Commission chooses not to address similar
401(k) Plan company matching contributions for hourly and bargaining unit employees
in this proceeding, as it is not within the Commission’s authority to negotiate or modify
bargaining agreements. The Commission will not make a distinction between
represented and non-represented hourly groups at this time, but will instead provide an
opportunity for KU to address these excessive costs for both employee classes prior to
its next base rate case, as rate recovery of these contributions will be evaluated for

appropriateness as part of its next base rate case. Employees participating in the Pre

% Refer to KU's response to Commission Staff's First Post-Hearing Request for Information dated
May 12, 2017, item 11. Although throughout this proceeding, KU made references to two separate post-

2016 retirement plans, the Retirement Income Account and the 401(k) Savings Plan, they are actually the
same plan.

% Id.
37 Response to Staff's Fourth Request, ltem 6.

% The percentage contribution rate depends on the employee's years of service as of January 1
of that year.

39 Response to Stalf's Fourth Request, ltem 6.
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2006 DDB Plan enjoy generous retirement plan benefits, making the matching 401(k)
Plan amounts excessive for ratemaking purposes. Accordingly, the Commission denies
for recovery 401(k) Plan matching contributions in the amount of $1,720,383 before
gross-up.

Return on Equity

In its applicat‘ion, KU developed its ROE using the discounted cash flow method
(“DCF”), the capital asset pricing model (“*CAPM"), the empirical capital asset pricing
model (“ECAPM”), the utility risk premium (“RP"), and the expected earnings
approach. Based on the results of the methods employed in its analysis, KU
recommended an ROE range for its electric operations of 9.63 percent to 10.83 percent,
including flotation cost.* KU recommended awarding the midpoint of this range, 10.23
percent, to maintain financial integrity, support additional capital investment and
recognize flotation costs.*? Direct testimony regarding ROE was provided by the AG
and KIUC, and was subject to discovery by the Commission Staff and all parties.”* Per
paragraphs 2.2(B) and 3.2(B) of the First Stipulation, KU and the intervenors agreed
that a ROE of 9.75 percent is reasonable for KU's electric operations.* The following
table presents the recommended ROEs from KU and the interveners and the methods

used to support each parties' findings:

“0 Direct Testimony of Adrien M. McKenzie, CFA (“McKenzie Direct Testimony”), at 2.

41 Id., Exhibit No. 2, page 1 of 1.

42 |d., at 5-6.

3 Walmart did not provide an ROE analysis, but pointed out that KU's proposed ROE was higher
than natural trends, and that average ROE awards of vertically integrated utilities in 2015 and 2016 was

9.76 percent.

44 First Stipulation, at 5 and 9.
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Party Recommendation Methods

KU 10.23% DCF, CAPM, ECAPM, RP
AG* 8.75% DCF, CAPM

KIUC* ; 9.0% DCF, CAPM

FIRST STIPULATION 9.75%

In the First Stipulation, all parties agreed that the revenue requirement increases
for KU's electric operations will reflect a 9.75 percent ROE as applied to KU's
capitalization and capital structure of the proposed electric revenue requirement
increases as modified through discovery. As a result, use of a 9.75 percent ROE
reduced KU's proposed electric revenue requirement by $15.3 million.” For the
reasons discussed below, the Commission finds a ROE of 9.75 percent to be
unreasonable and higher than required ‘by investors in today's economic climate, and
that this provision of the First Stipulation should be modified.

While the Commission does not rely on individual returns awarded in other states
in determining the appropriate ROE for Kentucky jurisdictional utilities, the Commission
does find it reasonable to expect that other state commissions, each with its own
attributes, evaluate expert witness testimony which uses the same or similar cost-of-
equity models as those presented by the parties participating in this rate proceeding,
and reach conclusions based on the data provided in the records of individual cases.

The Regulatory Research Associates (“RRA") reports introduced into the record of this

45 Direct Testimony of Dr. J. Randall Woolridge at 67.
46 Direct Testimony of Richard Baudino at 28.

47 First Stipulation at 5.
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proceeding® summarize the conclusions reached by state utility regulatory

commissions, including this Commission, with regard to reasonable ROEs and contain
explanatory reference points as to individual circumstances, all of which are available to
investors.  To the extent that investors’ expectations are influenced by such
publications, and we believe they are, we also find it appropriate to use that information
to put their expectations in context. In fact, in KU's rebuttal testimony, KU agreed that
allowed ROEs by other state commissions provide a general gauge of reasonableness
for the outcome of a cost-of-equity analysis.*

The Commission takes notes of the fact that average annual ROE awards by
state public service commissions for the last two years have ranged from 9.23 percent

to 10.55 percent.*® Furthermore, the average authorized ROEs reported by RRA for the

( 73N fourth quarter of 2016 was 9.6 percent.s! Authorized ROE data reported to investors by

The Value Line Investment Survey for the specific firms in KU's proxy group indicates
that state-allowed ROEs for those utilities were in a range of reasonableness of 9.00 to
12.50 percent.®?

In 2017, the economic environment has shown signs of relative improvement. In
response to increased economic growth and low unemployment, the Federal Reserve
increased interest rates in March and June 2017, and current outlooks, including

comments from government agencies, show that investors anticipate additional interest

48 See Rebuttal Testimony of Adrien M. McKenzie, CFA, at 11.
49 Id. at 10.
50 /d., Exhibit 12.

51 Id. at 13.

52 Id., Exhibit 13.
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rate increases.®* KU's own model produces an ROE, less flotation costs and

adjustments, to be in the range of 9.5 percent to 10.7 percent.* Even with the current

uptick in economic conditions, the economy remains in an era of historically low interest

rates and slow economic growth. Therefore, irrespective of the agreement by the
parties that a 9.75 percent ROE is appropriate for KU, the Commission finds that a
slightly lower ROE is a better reflection of current economic conditions and investor
expectations. Based on the entire record developed in this proceeding, we find that
KU’s required ROE falls within a range of 9.20 percent to 10.20 percent with a midpoint
of 9.70 percent. An ROE of 9.70 should be used for the purpose of base rate revenues
and certain tariffs, as discussed later in this Order.

This revision to the First Stipulation reduces KU's net operating income before
income taxes by $969,324.

Revenue Requirement

As discussed above, the Commission finds the First Stipulation to be reasonable
only by eliminating KU's 401(k) Plan contributions for the following employee
categories: exempt, manager, non-exempt and officer and director personnel, and by
reducing the ROE from 9.75 percent to 9.70 percent. These modifications decrease the
stipulated revenue requirement from $54,900,000 to $50,484,652 a decrease of

$4,415,348, as calculated in the table below.

53 Id. at 8.

54 McKenzie Direct Testimony, Exhibit No. 2.
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KU

KU's 401(k) Plan $ (1,720,383)
ROE from 9.75% to 9.7% (969,324)

Impact to Net Operating Income Before Taxes (2,689,707)
Multiplied by: Gross up Factor 1.641572
Revenue Requirement Impact (4,415,348)
Increase per Stipulation 54,900,000
Net Increase Granted by the Commission $ 50,484,652

Residential Basic Service Charge

The Commission believes an increase to the Residential Basic Service Charge is
warranted, and we find the level of the Year 2 charge to be reasonable. We further find
that the two-step increase to $11.50 in Year 1 and to $12.25 in Year 2 is unnecessary.
The total increase in the Residential Basic Service Charge of $1.50 is a modest
increase from the current level, and the Commission sees no reason to complicate the
issue by using a two-step method, which could generate confusion among KU's
residential customers. The First Stipulation is therefore modified with respect to the
Residential Basic Service Charge, and the Year 2 charge of $12.25 should be approved
for service rendered on and after July 1, 2017.

Optional Pilot Rates for Schools Subject to KRS 160.325

At the formal hearing in this matter, the parties were requested to file post-
hearing briefs concerning the legality of the proposed school-related pilot rate tariffs,
Rates SPS and STOD, with respect to the applicability of KRS 278.035, and to indicate
whether they would object to the modification of the First Stipulation to include schools

not covered by KRS 160.325. Briefs submitted by KSBA, KU, and the AG

~18- Case No. 2016-00370




acknowledged that the inclusion of non-public schools in the pilot tariffs would avoid a
possible violation of KRS 278.035. All parties to this proceeding submitted statements
indicating that they had no objection to modification of the First Stipulation to include
non-public schools in the pilots.

The Commission finds that the First Stipulation should be modified to include
schools not covered by KRS 160.325. The inclusion of non-public schools would rectify
any potential conflict with KRS 278.035 and would remove any element of preferential
treatment of public schools that could be associated with the pilot tariffs. As previously
stated, the pilot rate provisions will be available to new participants until the total
projected revenue reduction is $750,000 annually for KU, compared to the projected
annual revenues for the participating schools under the rates under which the schools
would otherwise be served. The Commission notes that the parties to this proceeding
agreed that the other ratepayers would assume the revenue shortfall resulting from the
lower rates set forth in the pilot school tariffs. Therefore, the Commission will place a
limit on the amount of time the pilot tariffs will be in effect and finds that the pilot tariffs
should be effective for three years, or until KU files its next rate case, whichever is
earlier. In the event that new base rates are not in effect by July 1, 2020, schools
participating in the pilot tariffs should be returned to the tariffs under which they were
formerly served. In addition, the Commission finds that KU should‘create a regulatory
liability to record the difference between what the schools served under the pilot tariffs
would have been billed under the pilot tariffs subsequent to July 1, 2020, and the
amounts they are billed under the tariffs to which they are returned. The regulatory

liability will be addressed in KU’s next base rate proceeding. We further find that, within
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30 days of the date of this Order, KSBA should file with the Commission the process by
which KSBA will notify and select those schools, both public and non-public, that would
be eligible to participate in the pilot tariffs.

With regard to the data gathered from the schools participating in the pilot tariffs,
the Commission finds that KU should file reports with the Commission, beginning six
months from the date of this Order and every six months thereafter, which set out
details concerning monthly load information, individually and in the aggregate, and
indicating preliminary findings as conclusions regarding the schools’ load characteristics
are reached. In the event that a future proposal is made either to extend the pilot
school tariffs or to make them permanent, this load information will be used to
determine whether the schools’ load characteristics justify a special rate classification.

Collaborative Study Regarding Electric Buses

Although this provision will be funded by shareholder contributions and the
Commission does not oppose it, this type of provision pertaining to an unrelated
business transaction should be negotiated separately between the individual parties and
has no bearing on KU's rates as found reasonable herein based on the record of this
case. ltis therefore superfluous to this regulatory proceeding, contributes nothing to the
reasonableness of the First Stipulation, and should be omitted from future ratemaking
proceedings.

LED Lighting and Electric Bus Study Collaboratives

Pursuant to the provisions of the First Stipulation, KU commits to engage in good
faith with Louisville Metro, LFUCG, and any other interested parties to this proceeding

and the LG&E rate proceeding in a collaborative to discuss issues related to LED
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lighting and electric bus infrastructure and rates. While the provisions limit participation
to only those parties to the instant rate proceeding and the LG&E rate proceeding, the
Commission finds that the collaboratives should also include the Kentucky Department
of Energy Development and Independence, whose mission includes creating efficient,
sustainable energy solutions and strategies.

SECOND STIPULATION

As mentioned previously, KU proposed certain changes to its pole attachment
tariff in its application. KU currently offers the use of spaces on its poles for cable
television attachments under Tariff CTAC, Cable Television Attachment Charges (“Tariff
CTAC"). KU proposed to rename Tariff CTAC to Tariff PSA, Pole and Structure
Attachment Charges (“Tariff PSA”), and to expand the tariff to include
telecommunications wireline and wireless facilities’ attachments, which are not currently
covered under Tariff CTAC. KU also proposed to modify the rates, terms, and
conditions of service for attaching wireline and wireless facilities to its poles.

The Second Stipulation includes the modifications proposed in the application,
but also includes additional changes in the rates for pole space use and conditions of
service for the placement of an attachment on KU’s poles. As originally proposed, the
Tariff PSA’s rate schedule contained three charges: 1) an annual charge of $7.25 for
each wireline pole attachment; 2) an annual charge of $0.81 for each linear foot of duct;
and 3) an annual charge of $84.00 for each wireless facility attachment. AT&T and
KCTA did not object to the charge for wireline and duct attachments, but did object to
the annual charge for wireless facility attachments. KU estimated that wireless facilities

occupy an average of 11.5 feet on its poles, and calculated the $84.00 wireless facility
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attachment charge based on the use of 11.5 feet of pole space at $7.25% per foot of
pole. AT&T and KCTA did not challenge the $7.25 per foot factor in the calculation, but
argued that wireless facility attachments occupy far less pole space. The Second
Stipulation provides for a charge of $36.25, based upon a wireless facility attached to
the top of a pole using five feet of the pole—one foot for the antenna and four feet of
clearance ébove the power space to maintain a safe working distance between the
electric facilities on the pole and the pole top antenna. The Second Stipulation also
provides for rates for wireless facilities located mid-pole to be established on a case-by-
case basis through special contracts. This provision is based upon the lack of requests
for mid-pble wireless facilities, which resulted in a lack of evidence upon which to base
a uniform rate for mid-pole wireless facilities.

Another modification is the requirement for a pole-loading study. As originally
proposed, Tariff PSA required that a pole-loading study be submitted with each
application as a safety and reliability measure. KCTA argued that requiring pole-loading
studies for every application provides no appreciable safety or reliability benefit to KU,
while unnecessarily increasing construction costs and preventing timely deployment of
wireless facilities. The Second Stipulation provides that an attachment applicant may
include a pole-load study with the application or, in the alternative, assert that a pole's
condition does not warrant the need for a pole-loading study. To confirm the assertion,
KU may perform a visual inspection of the pole to which the facility is proposed to be
attached. If KU determines that a pole-loading study is needed, the attachment

applicant has the option of conducting the pole-loading study itself or requesting that KU

% The Commission approved the rate of $7.25 per foot in Case No. 2014-00371, Application of
Kentucky Utilities Company for an Adjustment of Its Electric and Rates (Ky. PSC June 30, 2015).
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perform the study. The attachment applicant is responsible for the costs of any visual
inspection or pole-loading study that KU performs. KU contends that the proposed
revision to Tariff PSA does not sacrifice safety or system reliability.

The Commission finds that the proposed Tariff PSA with the modifications
agreed to in the Second Stipulation is reasonable and that the Second Stipulation
should be approved in its entirety.

OTHER ISSUES

Rate Adjustment

in setting the rates shown in Appendix B, the Commission maintained the basic
service charges for each class that were included in the First Stipulation, with the
exception that the Year 1 Residential Basic Service Charge was not approved as
previously discussed, and is therefore not included. The reduction in KU's stipulated
revenue increase as found reasonable herein was allocated to the energy charges of
those customer classes for which revenue increases were proposed in the First
Stipulation.  The reduction to each class's proposed revenue increase was
approximately in proportion to the increase set forth in the First Stipulation.

Electric Vehicle Supply Equipment Calculation

In response to a Post-Hearing Request for Information, KU provided a revised
sheet showing the impact on the Electric Vehicle Supply Equipment ("EVSE"), Electric
Vehicle Charging Sewice (“EVC"), and Electric Vehicle Supply Equipment (“EVSE-R”)
rates of using the 9.75 percent ROE in the capital structure. In light of the 9.70 percent
ROE found reasonable herein, the Commission finds that the EVSE rates should be

further revised to reflect the approved ROE. The Commission also finds that since the
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EVSE, EVC, and EVSE-R rates are based, in part, on the General Service (“GS")
energy rate, the rates should be updated for the change in the GS energy rate approved
with this Order. The EVSE, EVC, and EVSE-R rates set out in Appendix B to this Order
reflect both revisions.

Solar Capacity Charge and Solar Energy Credits

In response to a Post-Hearing Request for Information, KU provided a revised
sheet showing the impact on the Solar Capacity Charge and Solar Energy Credits of
using the 9.75 percent ROE in the capital structure and under each of the corrected
cost-of-service studies filed by KU in this proceeding. In light of the 9.70 percent ROE
found reasonable herein, the Commission finds that the Solar Capacity Charge and
Solar Energy Credits should be further revised to reflect the approved ROE. The
Commission also finds that the Solar Energy Credits should be revised for Rate
Schedules RS, VFD, RTOD-E, RTOD-D, AES, and GS using the avérage of the
amounts provided in response to the post-hearing information request,’ but revised for
the change in ROE and using the energy rates approved herein for Rate Schedules PS,
TODS, and TODP. The rates set out in Appendix B to this Order reflect the revisioﬁs.

Demand-Side Management (“DSM”)

In response to a Commission Staff Information Request, KU stated that upon the
implementation of new base rates, the DSM Revenue from Lost Sales component of its

DSM cost-recovery mechanism would change to zero.s” The Commission finds that

% Response to Commission Staff's First Post-Hearing Request for Information dated May 12,
2017, item 6, Attachment KU-6-1 and Attachment KU-6-2.

%7 KU's response to Commission Staff's Second Request for Information, item 10.
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KU’s compliance tariff that it is directed to file in ordering paragraph 10 should reflect
this revision to its DSM cost-recovery mechanism.

Loss of Municipal Load

The Commission takes notice that nine municipal utilities will be terminating their
wholesale power contracts with KU effective, at the latest, April 30, 2019.58 The
combined load of those nine departing wholesale customers is approximately 325
megawatts (“MW”).5® At the formal hearing, Victor Staffieri, KU's Chairman, Chief
Executive Officer, and President, testified that KU had not secured new customers to
purchase the generation that would be available when the nine municipal utilities
terminate their contracts with KU, but that the company would take into account any
growth in load as potential replacement for the loss of municipal load.®® Mr. Staffieri
also stated that it is not known what impact the loss of municipal load would have on
KU's rates when the company files its next rate case.8' David Sinclair, KU's Vice
President, Energy Supply and Analysis, also testified at the formal hearing that,
beginning in 2019 and 2020, KU would have a reserve margin of approximately 24

percent, which would be above the upper end of KU’s target reserve margin range.%?

58 See Case No. 2014-0002, Joint Application of Louisville Gas and Electric Company and
Kentucky Utilities Company for a Certificate of Public Convenience and Necessity for the Construction of
a Combined Cycle Combustion Turbine at the Green River Generating Station and a Solar Photovoltaic
Facility at the E.W. Brown Generating Station (Ky. PSC Dec. 19, 2014), final Order at 2-3.

59 The nine municipal wholesale customers are Barbourville, Bardwell, Berea, Corbin, Falmouth,
Frankfort, Madisonville, Paris, and Providence.

5 May 9, 2017 Hearing at 1:37:37.
6! Id. at 1:38:40.

62 May 10, 2017 Hearing at 9:37:30.
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In light of the significant loss of load in connection with the nine municipal
customers’ leaving KU's system in April 2019, the Commission finds that KU should
develop and implement a formal plan to address how KU will mitigate the loss of the
approximately 325 MW municipal load, including, but not limited to, how KU will market
the excess capacity and energy resulting from the municipals departing the system, the
types of measures KU will implement to attract new or expanding load, and whether
joining a regional transmission organization would be beneficial in its efforts to market
the excess capacity and energy.

Transmission System Improvement Plan

KU is currently implementing a Transmission System Improvement Plan
(“Transmission Plan”) aimed at reducing outage occurrence and duration and improving
overall reliability of service to its customers.®® KU states that the Transmission Plan
contains twb primary categories of investment: system integrity and reliability.®* System
integrity involves replacement of aging transmission assets to enhance reliability.®5 The
relivability component invélves several maintenance programs and capital investment in
line sectionalization.®® KU will spend approximately $149 million between the end of the
last base-rate-case test period and the end of the forecasted test period (July 1, 2016 —

June 30, 2018) on its Transmission Plan.5” This spending is part of a total of $511

& Direct Testimony of Paul W. Thompson (“Thompson Testimony") at 25.
54 |d. at 26.
65 Id,

% /d.

87 Id. at 27.
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million in transmission capital investments that KU and LG&E project to spend over the
five-year period beginning 2017.%8

In light of the significant investments that KU intends to make pursuant to the
- Transmission Plan, the Commission will require KU to file annual reports, over the five-
year Transmission Plan period, detailing the progress on the spend out for the reporting
period, the criteria utilized by KU to prioritize the various transmission projects, the
impact on reliability or other benefits to KU's customers resulting from such
investments, and outlining the expenditures for the following year.
KU’s Tariffs

Commission regulation 807 KAR 5:011, Section 4(1), requires each utility to
include an accurate index of the city, town, village, or district in which its rates are
applicable. The first page of KU's tariffs references its service as being available “[ijn
seventy-seven counties in the Commonwealth of Kentucky as depicted on territorial
maps as filed with the Public Service Commission of Kentucky.” Because those maps
are not readily available to members of the public, KU should revise its tariffs to include
a list of the communities in which it serves.

IT IS THEREFORE ORDERED that:

1. The rates and charges proposed by KU are denied.
2 KU's motions for leave to file the First and Second Stipulations are
granted.

3. The First and Second Stipulations, attached hereto as Appendix A,

(without exhibits) are approved with the modifications discussed herein.

68 [d. at 26-27.
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4, The rates and charges in Appendix B, attached hereto, are fair, just, and
reasonable for KU to charge for service rendered on and after July 1, 2017.

5. KU is granted a CPCN to implement the DA project as described in the
application.

-6. Within 30 days of the date of this Order, KSBA shall file with the
Commission the process by which it will notify and select those schools that are eligible
to participate in the pilot tariffs approved herein.

T KU shall file reports with the Commission as directed herein which set out
details concerning the pilot school tariffs study.

8. Within 90 days of the date of this Order, KU shall file a formal plan
addressing how KU will mitigate the loss of the approximately 325 MW municipal load
as discussed herein.

9. Beginning June 1, 2018, and continuing over the five-year Transmission
Plan period, KU shall file an annual Transmission Plan report as discussed herein.

10.  Within 20 days of the date of this Order, KU shall file with the Commission,
using the Commission’s electronic Tariff Filing System, its revised tariffs, including an
index of communities served, as set forth in this Order reflecting that they were
approved pursuant to this Order.

11 Any document filed pursuant to ordering paragraphs 6, 7, 8, and 9 of this
Order shall reference the number of this case and shall be retained in the utility's

general correspondence file.
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12.  The Executive Director is delegated authority to grant reasonable

extension of time for the filing of any documents required by ordering paragraphs 6, 7,

8, and 9 of this Order upon KU’s showing of good cause for such extension.

ATTEST:

[ Mot

xecutive Director

By the Commission

SERVICE COMMISSION |

ENTERED

JUN 22 2007
KENTUCKY PUBLIC

Case No. 2016-00370
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APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2016-00370 DATED N 2 2 2017




STIPULATION AND RECOMMENDATION

This Stipulation and Recommendation (“Stipulation”) is entered into this 19th day of
April 2017 by and between Kentucky Utilities Cqmpany (“KU”) and Louisville Gas and Electric
Company (“LG&E”) (collectively, “the Utilities™); Aséociation of Community Ministfies, Inc.
(“*ACM”); Attorney General of the Commonwealth of Kentucky, by and through the Office of
Rate Intervention (“AG”); Community Action Council for Lexington-Fayette, Bourbon, Harrison
and Nicholas Counties, Inc. (“CAC”); United States Department of Defense and All Other
Federal Executive Agencies (“DoD”); Kentucky Industrial Utility Customers, Inc. (“KIUC”);
Kentuéky League of Cities (“KLC”); The Kroger Company (‘“Kroger”); Ke.ntucky» School
Boards Association (“KSBA”); Lexington-Fayette Ur‘ban County Government (“LFUCG”);
Louisville/Jefferson County Metro Government (“Louisville Metro”); Metropolitan Housing
Coalition (;‘MHC”); Sierra Club, Alice Howell, Carl Vogel and Amy Waters (collectively
“Sierra Club™); JBS Swift & Co. (“Swift”); axid Wal-Mart Stores East, LP and Sam’s East, Inc.
(collectively “Wal-Mart”). (Collectively, the Utilities, ACM, AG, CAC, DoD, KIUC, KLC,
Kroger, KSBA, LFUCG, Louisville Metro, MHC, Sierra Club, Swift and Wal-Mart are the
“Parties.”)

WITNESSETH:
WHEREAS, on November 23, 2016, KU filed with the Kentucky Public Service

Commission (“Commission”) its Application for Authority to Adjust Electric Rates and For

Certificates of Public Convenience and Necessity, In the Matter of: An Application of Kentucky

Utilities Company for an Adjustment of Its FElectric Rates and For Certificates of Public
Convenience and Necessity, and the Commission has established Case No. 2016-00370 to review

KU’s base rate application, in which KU requested a revenue increase of $103.1 million;

=R
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WHEREAS, on November 23, 2016, LG&E filed with the Commission its Application
for Authority to Adjust Electric and Gas Rates and For Certificates of Public Convenience and

Necessity, In the Matter of: An Application of Louisville Gas and Electric Company for an

Adjustment of Its Electric and Gas Rates and For Certificates of Public Convenience and

Necessity, and the Commission has established Case No. 2016-00371 to review LG&E’s base
rate application, in which LG&E requested a revenue increase for its electric operations of $93.6
million and a revenue increase of $13.8 million for its gas operations (Case Nos. 2016-00370 and
2016-00371 are hereafter collectively referenced as the “Rate Proceedings”);

WHEREAS, on February 20, 2017, LG&E filed with the Commission in Case No. 2016-
00371 a Supplemental Response to Commission Staff’s First Request for Information No. 54 in
which LG&E corrected its requested revenue increases for its electric operations to be $94.1
million and for its gas operations to be $13.4 million;

WHEREAS, the Commission has granted full intervention in Case No. 2016-00370 to
the AG, BellSouth Telecommunications, LLC d/b/a AT&T Kentucky (“AT&T”), CAC,
Kentucky Cable Telecommunications Association (“KCTA”), KIUC, KLC, Kroger, KSBA,
LFUCG, Sierra Club, and Wal-Mart;

WHEREAS, the Commission has granted full intervention in Case No. 2016-00371 to
ACM, AG, AT&T, DoD, KCTA, KIUC, Kroger, KSBA, Louisville Metro, MHC, Sierra Club,
Swift and Wal-Mart;

WHEREAS, a prehearing informal conference for the purpose of discussing settlement
and the text of this Stipulation, attended by representatives of the Parties and the Commission
Staff, took place on April 12, 13, and 17, 2017, at the offices of the Commission, which

representatives of AT&T and KCTA also attended on April 12 and 13, and which representatives




of KCTA also attended on April 17, and during which a number of procedural and substantive
issues were discussed, including potential settlement of all issues pending before the
Commission in the Rate Proceedings;

WHEREAS, the Parties hereto unanimously desire to settle all the issues pending before
the Commission in the Rate Proceedings, notwithstanding that neither AT&T nor KCTA has
agreed with, or entered into, this Stipulation, and therefore neither AT&T nor KCTA is one of
the Parties as defined herein;

WHEREAS, it is understood by all Parties hereto that this Stipulation is subject to the
approval of the Commission, insofar as it constitutes an agreement by the Parties for settlement,
and, absent express agreement stated herein, does not represent agreement on any specific claim,
methodology, or theory supporting the appropriateness of any proposed or recommended
adjustments to the Utilities’ rates, terms, or conditions;

WHEREAS, the Parties have spent many hours over several days to reach the
stipulations and agreements which form the basis of this Stipulation;

WHEREAS, all of the Parties, who represent diverse interests and divergent viewpoints,
agree that this Stipulation, viewed in its entirety, is a fair, just, and reasonable resolution of all
the issues in the Rate Proceedings; and

WHEREAS, the Parties believe sufficient and adequate data and information in the
record of these proceedings support this Stipulation, and further believe the Commission should
approve it;

NOW, THEREFORE, for and in consideration of the promises and conditions set forth

herein, the Parties hereby stipulate and agree as follows:




~ ARTICLEI. ADVANCED METERING SYSTEMS

1.1.  Withdrawing Request for Certificates of Public Convenience and Necessity
and Cost Recovery for Advanced Metering Systems. The Utilities agree to withdraw their
requests for the Commission to grant certificates of public convenience and necessity (“CPCNs”)
and to approve cost recovery in these base rate proceedings for the Utilities’ proposed full
deployment of Advanced Metering Systems (“AMS™). The Parties agree that the Utilities’
withdrawal of their requests for CPCNs and cost recovery for AMS in these proceedings does
not preclude the Utilities from having full AMS deployment considered in future proceedings.

1.2.  AMS Collaborative. The Parties agree that the Ultilities and all interested Parties
will participate in an AMS Collaborative to discuss the Parties’ concerns about AMS and to seek
to address them. The AMS Collaborative will begin at a mutually agreeable time after these
proceedings conclude and will include only those Parties to these proceedings interested in
participating in the collaborative. The Parties agree to engage in the collaborative in good faith
not to exceed 15 months from the date the Commission issues orders in these proceedings.

ARTICLE II. ELECTRIC REVENUE REQUIREMENTS

2.1.  Utilities’ Electric Revenue Requirements. The Parties stipulate that the
following increases in annual revenues for LG&E electric operations and for KU operations, for
purposes of determining the rates of LG&E and KU in the Rate Proceedings, are fair, just and
reasonable for the Parties and for all electric customers of LG&E and KU:

LG&E Electric Operations: $59,400,000.
KU Operations: $54,900,000.
The Parties agree that any increase in annual revenues for LG&E electric operations and for KU

operations should be effective for service rendered on and after July 1, 2017,




2.2. Items Reflected in Stipulated Electric Revenue Requirement Increases. The
Parties agree that the stipulated electric revenue requirement increases were calculated by
beginning with the Utilities’ electric revenue requirement increases as presented and supported
by the Utilities in their applications in these proceedings and as revised through discovery
($103.1 million for KU, $94.1 million for LG&E electric) and adjusting them by the following
items, which the Parties ask and recommend the Commission accept as reasonable without
modification:

(A) Removal of AMS Cost Recovery. Because the Utilities are withdrawing
their request for CPCNs and cost recovery for their proposed full deployment of AMS, recovery
of AMS costs is being removed from the Utilities’ electric revenue requirements. This reduces
KU’s proposed electric revenue requirement increase by $6.3 million, consisting of $3.2 million
of operations and maintenance (“O&M?”) cost and $3.1 million of carrying cost and depreciation
expense. Similarly, this reduces LG&E's proposed electric revenue requirement increase by
$5.2 million, consisting of $3.0 million of O&M cost and $2.2 million of carrying cost and
depreciation expense.

(B)  Return on Equity. The Parties agree that a return on equity of 9.75% is
reasonable for the Utilities’ electric operations, and the agreed stipulated revenue requirement
increases for the Ultilities’ electric operations reflect that return on equity as applied to the
Utilities” capitalizations and capital structures underlying their originally proposed electric
revenue requirement increases as modified through discovery. Use of a 9.75% return on equity
reduces the Utilities’ proposed electric revenue requirement increases by $15.3 million for KU

and $10.1 million for LG&E.



(C)  Revised Depreciation Rates. The stipulated revenue requirement
increases reflect the revised depreciation rates shown in Stipulation Exhibits 1 (KU) and 2
(LG&E electric), which reduce the Utilities’ proposed electric revenue requirement increases by
$14.7 million for KU and $10.1 million for LG&E. In addition to contributing to reducing the
Utilities® proposed electric revenue requirement increases in these proceedings, these revised
depreciation rates will reduce environmental cost recovery (“ECR”) revenue requirements by
$19.1 million for KU and $16.8 million for LG&E relative to the Utilities’ proposed depreciation
rates as will be included in the ECR mechanism filings beginning with the July 2017 expense
month.

(D) KU Revenues Resulting from the Refined Coal Project at the Ghent
Generating Station. The stipulated revenue requirement increase for KU reflects a $9.1 million
revenue-requirement reduction related to KU’s contract proceeds resulting from KU’s Refined
Coal project at the Ghent Generating Station. KU discussed this issue at an Informal Conference
held at the Commission on March 14, 2017, in the context of Case No. 2015-00264.

(E) Updated Five-Year Average for Uncollectible Debt Expense. The
stipulated electric revenue requirement increases reflect the use of a five-year average (calendar
years 2012-2016) for uncollectible debt expense, which is an update to the five-year average
(2011-2015) that was available at the time the Utilities filed their applications in these
proceedings. This approach reduces the Utilities’ proposed electric revenue requirement
increases by $0.5 million for KU and $0.3 million for LG&E.

(F) Eight-Year Average for Generator Outage Expenses; Related Use of
Regulatory Accounting. The Parties agree to use an eight-year average of generator outage

expenses in the Utilities’ stipulated electric revenue requirement increases, where the average is




of four historical years’ expenses (2013-2016) and four years’ forecasted expenses (2017-2020).
This approach reduces the Utilities’ proposed electric revenue requirement increases by $1.6
million for KU and $8.5 million for LG&E. Relatedly, the Parties agree to, and ask the
Commission to approve, the Utilities’ use of regulatory asset and liability accounting related to
generator outage expenses that are greater or less than the eight-year average of the Utilities’
generator outage expenses. This regulatory accounting will ensure the Utilities may collect, or
will have to return to customers, through future base rates any amounts that are above or below
the eight-year average embedded in the stipulated electric revenue requirement increases in these
proceedings.

(G) Adjustment Related to Construction Work in Progress Capital. The
Parties agree to adjust the Utilities’ proposed electric revenue requirement increases to reflect
differences (“slippage’) between past projected and historical capital amounts for construction
work in progress (“CWIP”). This adjustment reduces the Ultilities” proposed electric revenue

requirement increases by $0.7 million for KU and $0.4 million for LG&E.
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2.3. Summary Calculation of Electric Revenue Requirement Increases. The table

below shows the calculation of the stipulated electric revenue requirement increases:

Item

KU

LG&E

Proposed electric revenue
requirement increases

$103.1 million

$94.1 million

Remove AMS

($6.3 million) ($5.2 million)
. .
T TR, o ety ($15.3 million) ($10.1 million)
OB epresdaet s ($14.7 million) ($10.1 million)

KU Refined Coal revenues

($9.1 million)

n/a

S-year average uncollectible
expense

($0.5 million)

($0.3 million)

8-year average generator
outage expense

($1.6 million)

($8.5 million)

CWIP capital slippage

($0.7 million)

($0.4 million)

Stipulated electric revenue
requirement increases

$54.9 million

$59.4 million

ARTICLE IIl. GAS REVENUE REQUIREMENT

3.1. LG&E Gas Revenue Requirement. The Parties stipulate and agree that,
effective for service rendered on and after July 1, 2017, an increase in annual revenues for
LG&E gas operations of $7,500,000, for purposes of determining the rates of LG&E gas
operations in the Rate Proceedings, is fair, just and reasonable for the Parties and for all gas

customers of LG&E.

' Stipulated LG&E electric revenue requirement increase differs from proposed revenue requirement increase less
@ adjustments shown due to rounding.




3.2 Items Reflected in Stipulated Gas Revenue Requirement Increase. The
Parties agree that the stipulated gas revenue requirement was calculated by beginning with
LG&E’s gas revenue requirement increase as presented and supported by LG&E in its
application in Case No. 2016-00371 and as revised through discovery ($13.4 million) and
adjusting the proposed gas revenue requirement increase by the following items, which the
Parties ask and recommend the Commission accept as reasonable without modification:

(A) Removal of AMS Cost Recovery. Because the Utilities are withdrawing
their request for CPCNs and cost recovery for their proposed full deployment of AMS, recovery
of AMS costs is being removed from LG&E’s gas revenue requirement. This reduces LG&E’s
proposed gas revenue requirement increase by $0.7 million, consisting solely of carrying cost
and depreciation expense.

(B) Return on Equity. The Parties agree that a return on equity of 9.75% is
reasonable for LG&E’S gas operations, and the agreed stipulated revenue requirement increase
for LG&E’s gas operations reflect that return on equity as applied to LG&E’s gas capitalization
and capital structure underlying its originally proposed gas revenue requirement increase as
modified through discovery. Use of a 9.75% return on equity reduces LG&E’s proposed gas
revenue requirement increase by $2.9 million.

(C) Depreciation Rates. The stipulated gas revenue requirement increase
reflects the depreciation rates shown in Stipulation Exhibit 3, which reduce LG&E’s proposed
gas revenue requirement increase by $2.1 million.

(D) Updated Five-Year Average for Uncollectible Debt Expense. The
stipulated gas revenue requirements increase reflects the use of a five-year average (calendar

years 2012-2016) for uncollectible debt expense, which is an update to the five-year average




(2011-2015) that was available at the time LG&E filed its application in Case No. 2016-00371.
This approach reduces LG&E’s proposed gas revenue requirement increase by $0.1 million.
3.3. Summary Calculation of Gas Revenue Requirement Increase. The table

below shows the calculation of the stipulated gas revenue requirement increase:

Item LG&E Gas
Proposed gas revenue
requirement increase $13.4 million
Retypve Adgs ($0.7 million)

9.75% return on equity ($2.9 million)

Revised depreciation rates ($2.1 million)

5-year average uncollectible
expense (50.1 million)

Stipulated gas revenue
. . syqe 2
requirement increase $7.5 million”

ARTICLE IV. REVENUE ALLOCATION AND RATE DESIGN

4.1. Revenue Allocation. The Parties hereto agree that the allocations of the
increases in annual revenues for KU and LG&E electric operations, and that the allocation of the
increase in annual revenue for LG&E gas operations, as set forth on the allocation schedules
designated Stipulation Exhibit 4 (KU), Stipulation Exhibit 5 (LG&E electric), and Stipulation
Exhibit 6 (LG&E gas) attached hereto, are fair, just, and reasonable for the Parties and for all
customers of LG&E and KU.

4.2.  Tariff Sheets. The Parties hereto agree that, effective July 1, 2017, the Utilities

shall implement the electric and gas rates set forth on the tariff sheets in Stipulation Exhibit 7

? Stipulated gas revenue requirement increase differs from proposed revenue requirement increase less adjustments
shown due to rounding.
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(KU), Stipulation Exhibit 8 (LG&E electric), and Stipulation Exhibit 9 (LG&E gas) attached
hereto, which rates the Parties unanimously stipulate are fair, just, and reasonable, and should be
approved by the Commission.

4.3. Basic Service Charges. The Parties agree that the following monthly basic

service charge amounts shall be implemented on the schedule shown:

Rates Effective Effective
July 1, 2017 July 1,2018
LG&E and KU Rates RS, VFD, RTOD-Energy, and
LG&E Rates RGS and VFD $16.35 $16.35

All other basic service charges shall be the amounts reflected in the proposed tariff sheets
attached hereto in Stipulation Exhibits 7 (KU), 8 (LG&E electric), ahd 9 (LG&E gas).
4.4. Curtailable Service Riders. Concerning the Utilities’ Curtailable Service Riders
(“CSR”), the Parties agree that CSR customers may choose between Options A and B as follows:
(A) Option A: The Utilities” proposed CSR credits and tariff provisions as
filed in these proceedings.
(B) Option B: The Utilities’ existing CSR tariff provisions with the
modifications below:

(i) CSR credits for both Utilities of $6.00 per kVA-month (primary)
and $5.90 per kVA-month (transmission).

(i) A Utility may request physical curtailment when more than 10 of
the Utilities’ primary combustion turbines (CTs) (those with a capacity greater than 100 MW)
are being dispatched, irrespective of whether the Utilities are making off-system sales. However,
to avoid a physical curtailment a CSR customer may buy through a requested curtailment at the

Automatic Buy-Through Price. If all available units have been dispatched or are being
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dispatched, the Utilities may request a physical curtailment of the CSR customer without a buy-
through option.

(iii) A Utility may request physical curtailment of a CSR customer no
more than 20 times per calendar year totaling no more than 100 hours. Any buy-through of a
physical curtailment request will not count toward the 100-hour limit or 20-curtailment-request
limit, but will count toward the 275 hours of economic curtailments.

(iv)  After receiving a physical curtailment request from the Utility
where a buy-through option is available, a CSR customer will have 10 minutes to inform the
Utility whether the customer elects to buy through or physically curtail. If the customer elects to
physically curtail, the customer will have 30 minutes to carry out the required physical
curtailment (i.e., a total of 40 minutes from the time the Utility requests curtailment to the time
the customer must implement the curtailment). If a customer does not respond within 10 minutes
of notice of a curtailment request from the Utility, the customer will be assumed to have elected
to buy through the requested curtailment, subject to any prior written agreement with the
customer.

) After receiving a physical curtailment request from the Utility
when no buy-through option is available, a CSR customer will have 40 minutes to carry out the
required physical curtailment.

(©) The Utilities will initially assign all existing CSR customers to Option B
as described above. Following the initial assignment; a CSR customer may elect Option A at any
time, which election will take effect beginning with the customer’s first full billing cycle

following the election. After a CSR makes its first election or any subsequent election, the
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customer must take service under the chosen option for at least 24 full billing cycles before a
new election can become effective.

(D) LG&E will permit any customer interested in participating in CSR to give
notice of interest by July 1, 2017; after that date, only those customers already participating in
LG&E’s CSR may continue their participation at their then-current levels. Customers that have
given notice of interest on or before July 1, 2017, may elect to begin participating in CSR no
later than January 1, 2019. LG&E’s existing capacity cap will continue to apply, and all
available CSR capacity will be available for participation on a first come, first served basis to
those giving notice of interest by July 1, 2017.

(E) KU’s CSR will be closed to new or increased participation as of July 1,
2017.

These proposed tariff changes are shown in Stipulation Exhibits 7 (KU) and 8 (LG&E
electric) attached hereto.

4.5. Five-Year Limit to Gas Line Tracker Recovery for Transmission
Modernization and Steel Service Line Replacement Programs. The Parties agree that LG&E
will recover costs related to its proposed Transmission Modemization and Steel Service Line
Replacement Programs through its Gas Line Tracker (“GLT”) cost-recovery mechanism for five
years ending June 30, 2022. Absent further action by the Commission concerning recovery of
these programs’ costs by June 30, 2022, any remaining costs for such programs will be recovered
through base rates via a base-rate roll-in effective for service rendered on and after July 1, 2022,
These proposed tariff changes are shown in Stipulation Exhibit 9 attached hereto. This provision
does not preclude LG&E from seeking Commission approval to recover other appropriate costs

through the GLT mechanism.
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4.6. Revisions to Proposed Substitute Gas Sales Service (Rate SGSS). The Parties
agree that LG&E will revise its proposed Rate SGSS such that monthly billing demand will be
based on greatest of (1) Maximum Daily Quantity (“MDQ”), (2) current month’s highest daily
volume of gas delivered, or (3) 70 percent of the highest daily volume of gas delivered during the
previous 11 monthly billing periods. Also, LG&E will revise the provision of Rate SGSS
concerning setting the MDQ such that the MDQ for any customer taking service under Rate
SGSS when it first becomes effective will be 70% of the highest daily volume projected by
LG&E for the customer in the forecasted test year used by LG&E in Case No. 2016-00371. For
all other customers that later begin taking service under Rate SGSS, the customer and LG&E
may mutually agree to establish the level of the MDQ); provided, however, that in the event that
the customer and LG&E cannot agree upon the MDQ, then the level of the MDQ will be equal to
70% of the highest daily volume used by the customer during the 12 months prior to the date the
customer began receiving natural gas from another supplier with which the customer is
physically connected; in the event that such daily gas usage is not available, then the MDQ will
be equal to 70% of the customer’s average daily use for the highest month’s gas use in the 12
months prior to the date the customer began receiving natural gas from another supplier with
which the customer is physically connected. In no case will the MDQ be greater than 5,000
Mcf/day. These proposed tariff changes are shown in Stipulation Exhibit 9 attached hereto.

4.7. Sports Field Lighting Pilot Tariff Provisions. The Parties agree that the
Utilities will add to their electric tariffs a voluntary sports field lighting rate schedule, Pilot Rate
OSL - Outdoor Sports Lighting Service, on a limited-participation pilot basis (limited to 20 pilot
participants per Utility). The pilot rate uses a time-of-day rate structure. The purpose of the

pilot is to determine if sports fields have sufficiently different service characteristics to support

14




permanent sports field tariff offerings. The proposed tariff provisions are included in the
proposed tariff sheets attached hereto as Stipulation Exhibits 7 (KU) and 8 (LG&E electric).

4.8. Agreement Not to Split Residential and General Service Electric Energy
Charges in Tariffs. The Parties agreé tﬁat the Utilities will not split their residential and general
service electric energy charges into Infrastructure and Variable components as the Utilities had
proposed in their applications in these proceedings. The proposed tariff revisions are included in
the proposed tariff sheets attached hereto as Stipulation Exhibits 7 (KU) and 8 (LG&E electric).

4.9. Agreement to File a Study Regarding 100% Base Demand Ratchets for Rate
TODS. The Utilities will file in their next base-rate proceedings a study concerning the impacts
of 100% base demand ratchets for Rate TODS.

4.10. Rate TODP 60-Minute Exemption from Setting Billing Demand Following
Utility System Fault. For customers with their own generation, for 60 minutes immediately
following a Utility-system fault, but not a Utility energy spike or a fault on a customer’s system,
the Utilities will not use any demand data for a Rate TODP customer to set billing demand. This
60-minute exemption from setting billing demand permits customers who have significant onsite
generation (i.e., 1 MW or more) that comes offline due to a Utility-system fault to reset and bring
back online their own generation before the Utilities will measure demand to be used for billing
purposes. The proposed tariff revisions are included in the proposed tariff sheets attached hereto
as Stipulation Exhibits 7 (KU) and 8 ‘(LG&E electric).

4.11. Optional Pilot Rates for Schools Subject to KRS 160.325. The Parties agree
that the Utilities will add to their electric tariffs optional pilot tariff provisions for schools subject
to KRS 160.325. The pilot rates will not be limited in the number of schools that may

participate, but will be limited by the projected revenue impact to the Utilities. Each utility’s
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pilot rate provisions will be available to new participants until the total projected revenue impact
(reduction) for each Utility is $750,600 annually compared to the projected annual revenues for
the participating schools under the rates under which the schools would otherwise be served.
KSBA will be responsible for proposing schools for participation in the pilot rates and the order
in which such schools are proposed; the Utilities will calculate and provide to KSBA the
projected revenue impact of each proposed school’s taking service under pilot rates. The
proposed tariff revisions are included in the proposed tariff sheets attached hereto as Stipulation
Exhibits 7 (KU) and 8 (LG&E electric).
ARTICLE V. TREATMENT OF CERTAIN SPECIFIC ISSUES

5.1.  Regulatory Accounting for Over- and Under-Recovery of Regulatory Assets.
The Parties agree to, and ask the Commission to approve, the Utilities’ continued use of
regulatory asset accounting for regulatory assets embedded in the Utilities’ proposed revenue
requirement except that shorter-lived regulatory assets should be credited for the amounts
collected through base rates even if such amortization results in changing such a regulatory asset
to a regulatory liability with any remaining balances being addressed in the Utilities’ next base
rate case. This would include the regulatory assets for rate case expenses, 2011 summer storm
expenses, and Green River. This will help ensure the Utilities only recover actual costs incurred
and do not ultimately over-recover such regulatory assets as they are amortized and recovered
through base rates.

5.2. Commitment to Apply for School Energy Managers Program (“SEMP?”)
Extension. The Utilities commit to file with the Commission an application proposing a two-
year extension of SEMP (for July 1, 2018, through June 30, 2020). The total annual level of

funding to be proposed is $725,000; prior to filing the application, the Utilities will consult with
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KSBA to determine an appropriate allocation of the total annual funds between KU and LG&E.
The Utilities commit to file the above-described application with the Commission no later than
December 31, 2017.

53. Commitment to File Lead-Lag Study in Next Base-Rate Cases. The Utilities
commit to file a lead-lag study in their next base-rate cases.

54. Collaborative Study Regarding Electric Bus Infrastructure and Rates. The
Utilities commit to fund a study concerning economical deployment of electric bus infrastructure
in the Louisville and Lexington areas, as well as possible cost-based rate structures related to
charging stations and other infrastructure needed for electric buses. The Utilities commit to
work collaboratively with Louisville Metro, LFUCG, and any other interested Parties to these
proceedings to develop the parameters for the study, including reasonable cost and timing, and to
review the study’s results with representatives of Louisville Metro and LFUCG. The
collaborative will include only those Parties to these proceedings interested in participating in the
collaborative.

5.5. LED Lighting Collaborative. The Utilities commit to engage in good faith with
Louisville Metro, LFUCG, and any other interested Parties to these proceedings in a
collaborative to discuss issues related to LED lighting to determine what LED street lighting
equipment and rate structures might be offered by the Utilities. The collaborative will include
only those Parties to these proceedings interested in participating in the collaborative.

5.6. Home Energy Assistance Charges. The Parties agree that KU will increase its
monthly residential charge for the Home Energy Assistance (“HEA”) program from the current
$0.25 per month to $0.30 per month, which shall remain effective through June 30, 2021,

regardless of whether the Utilities file one or more base-rate cases during that commitment
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period. The Parties further agree that LG&E will continue its monthly residential charge (for gas
and electric service) for the Home Energy Assistance (“HEA”) program at $0.25 per month,
which shall remain effective until the effective date of new base rates for the Utilities following
their next general base-rate cases. The change to the KU HEA charge is reflected in the
proposed tariff sheets attached hereto as Stipulation Exhibit 7.

5.7. Low-Income Customer Support. The Utilities commit to contribute a total of
$1,450,000 of shareholder funds per year, which commitment will remain in effect through June
30, 2021, regardless of whether the Utilities file one or more base-rate cases during that
commitment period.

(A)  The total annual shareholder contribution from KU shall be as follows:
$100,000 for Wintercare and $470,000 for HEA. CAC administers both programs.

(B)  The total annual shareholder contribution from LG&E shall be as follows:
$700,000 to ACM for utility assistance and $180,000 for HEA.

(C) KU agrees that up to 10% of its total contributions to CAC may be used
for reasonable administrative expenses.

(D) LG&E agrees that up to 10% of its total contributions to ACM may be
used for reasonable administrative expenses.

(E)  None of the Utilities’ shareholder contributions will be conditioned upon
receiving matching funds from other sources.

(F) The Utilities commit not to seek reductions to their HEA charges that
would become effective before June 30, 2021, for LG&E or KU regardless of whether the

Utilities file one or more base-rate cases during that commitment period.
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5.8. All Other Relief Requested by Utilities to Be Approved as Filed. The Parties
agree and recommend to the Commission that, except as modified in this Stipulation and the
exhibits attached hereto, the rates, terms, and conditions contained in the Ultilities’ filings in
these Rate Proceedings, as well as the Companies’ requests for CPCNs for their proposed
Distribution Automation project, should.be approved as filed.

ARTICLE VI. MISCELLANEOUS PROVISIONS

6.1. Except as specifically stated otherwise in this Stipulation, entering into this
Stipulation shall not be deemed in any respect to constitute an admission by any of the Parties
that any computation, formula, allegation, assertion or contention made by any other party in
these Rate Proceedings is true or valid.

6.2. The Parties hereto agree that the foregoing stipulations and agreements represent
a fair, just, and reasonable resolution of the issues addressed herein and request the Commission
to approve the Stipulation.

6.3. Following the execution of this Stipulation, the Parties shall cause the Stipulation
to be filed with the Commission on or about April 19, 2017, together with a request to the
Commission for consideration and approval of this Stipulation for rates to become effective for
service rendered on and after July 1, 2017.

6.4. This Stipulation is subject to the acceptance of, and approval by, the Commission.
The Parties agree to act in good faith and to use their best efforts to recommend to the
Commission that this Stipulation be accepted and approved. The Parties commit to notify
immediately any other Party of any perceived violation of this provision so the Party may have
an opportunity to cure any perceived violation, and all Parties commit to work in good faith to

address and remedy promptly any such perceived violation. In all events counsel for all Parties
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will represent to the Commission that the Stipulation is a fair, just, and reasonable means of
resolving all issues in these proceedings, and will clearly and definitively ask the Commission to
accept and approve the Stipulation as such.

6.5. If the Commission issues an order adopting this Stipulation in its entirety and
without additional conditions, each of the Parties agrees that it shall file neither an application for
rehearing with the Commission, nor an appeal to the Franklin Circuit Court with respect to such
order. With regard to this provision, all of the Parties acknowledge that certain of the Parties,
and in particular the Sierra Club, are entities with members who are not under a Party’s control
but who might purport to act for, or on behalf of, the Party. Therefore, the Parties commit to
notify immediately any other Party of any perceived violation of this provision so the Party may
have an opportunity to cure any perceived violation. All Parties agree that no monetary damages
will be sought or obtained from a Party if the Party is not in breach, but rather a non-Party
purporting to act for the Party has sought rehearing or appeal of a Commission order adopting
this Stipulation in its entirety and without additional conditions.

6.6. If the Commission does not accept and approve this Stipulation in its entirety,
then any adversely affected Party may withdraw from the Stipulation within the statutory periods
provided for rehearing and appeal of the Commission’s order by (1) giving notice of withdrawal
to all other Parties and (2) timely filing for rehearing or appeal. If any Party timely seeks
rehearing of or appeals the Commission’s order, all Parties will continue to have the right to
withdraw until the conclusion of all rehearings and appeals. Upon the latter of (1) the expiration
of the statutory periods provided for rehearing and appeal of the Commission’s order and (2) the
conclusion of all rehearings and appeals, all Parties that have not withdrawn will continue to be

bound by the terms of the Stipulation as modified by the Commission’s order.
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6.7.  If the Stipulation is voided or vacated for any reason after the Commission has
approved the Stipulation, none of the Parties will be bound by the Stipulation.

6.8. The Stipulation shall in no way be deemed to divest the Commission of
jurisdiction under Chapter 278 of the Kentucky Revised Statutes.

6.9.  The Stipulation shall inure to the benefit of and be binding upon the Parties hereto
and their successors and assigns.

6.10. The Stipulation constitutes the complete agreement and understanding among the
Parties, and any and all oral statements, representations or agreements made prior hereto or
contained contemporaneously herewith shall be null and void and shall be deemed to have been
merged into the Stipulation.

6.11. Tﬁe Parties hereto agree that, for the purpose of the Stipulation only, the terms are
based upon the independent analysis of the Parties to reﬁect a fair, just, and reasonable resolution
of the issues herein and are the product of compromise and negotiation.

6.12. The Parties hereto agree that neither the Stipulation nor any of the terms shall be
admissible in any court or commission except insofar as such court or commission is addressing
litigation arising out of the implementation of the terms herein or the approval of this Stipulation.
This Stipulation shall not have any precedential value in this or any other jurisdiction.

6.13. The signatories hefeto warrant that they have appropriately informed, advised,
and consulted their respective Parties in regard tb the contents and signifieance of this Stipulation
and based upon the foregoing are authorized to execute this Stipulation on behalf of their
respective Parties.

6.14. The Parties hereto agree that this Stipulation is a product of negotiation among all

Parties hereto, and no provision of this Stipulation shall be strictly construed in favor of or
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. against any party. Notwithstanding anything contained in the Stipulation, the Parties recognize
and agree that the effects, if any, of any future events upon the operating income of the Utilities
are unknown and this Stipulation shall be implemented as written.

6.15. The Parties hereto agree that this Stipulation may be executed in multiple

counterparts.
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APPENDIX A: LIST OF STIPULATION EXHIBITS

Stipulation Exhibit 1:
Stipulation Exhibit 2:
Stipulation Exhibit 3:
Stipulation Exhibit 4:
Stipulation Exhibit 5:
Stipulation Exhibit 6:
Stipulation Exhibit 7:
Stipulation Exhibit 8:

Stipulation Exhibit 9:

KU Depreciation Rates

LG&E Electric Depreciation Rates

LG&E Gas Depreciation Rates

KU Revenue Allocation Schedule

LG&E Electric Revenue Allocation Schedule
LG&E Gas Revenue Allocation Schedule
KU Tariff Sheets

LG&E Electric Tariff Sheets

LG&E Gas Tariff Sheets
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IN WITNESS WHEREOF, the Parties have hereunto affixed their signatures.

Kentucky Utilities Company and
Louisville Gas and Electric Company

HAVE SEEN AND AGREED:

BYM:QQ_@:::QL_‘
Kéndrick R. Riggs

-and-

By: @-Il\po«» <K ﬂvfc',,o_aw (L
Allyson K. Sturgeon £ /(, PR 1:>




Association of Community Ministries, Inc.

HAVE SEEN AND AGREED:

By: Jlm ,Z,(}L.p(f' s
Lisa Kilkelly L
Eileen Ordover




Attorney General for the Commonwealth of
Kentucky, by and through the Office of Rate
Intervention

HAVE SEEN AND AGREED:

. L

Kent Chandler
Lawrence W. Cook
Rebecca W. Goodman




Community Action Councit for
Lexington-Fayette, Bourbon, Harrison
and Nicholas Counties, Inc.

HAVE SEEN AND AGREED:

By:
Tris G. Ski




United States Department of Defense and All Other
Federal Executive Agencies

HAVE SEEN AND AGREED:

by Brln M. Pl bzyy

Emily W. Medlyh
G. Houston Parrish




Kentucky [ndustrial Utility Customers, Inc.

HAVE SEEN AND AGREED:

Michael L. Kurtz L
Kurt J. Boehm
Jody Kyler Cohn




Kentucky League of Cities
HAVE SEEN AND AGREED:

o o b

““aura Ross




|
The Kroger Company .

H

A DA M

Robert C. Moore

AGREED:




. Kentucky School Boards Association

HAVE SEEN AND AGREED:

By Mooy B Malang (XRRY - 4y
Matthew R. Malone
William H. May, III /)védm V5o M




Lexington-Fayette Urban County Government

HAVE SEEN AND AGREED:

By: //%/ 7;&] &/5{(

James W. Gardner
M. Todd Osterloh
David J. Barberie
Andrea C. Brown
Janet M. Graham

Subject to ratification by the Urban County Council




Louisville/Jefferson County Metro Government

HAVE SEEN AND AGREED:

.%' !f o'C ")
4 ael .O&xmeﬂ, \

Jefferson County Attorney

-and-

By:GW T %

Gregory T. Diitton,
Counsel for Louisville Metro




Metropolitan Housing Coalition g

HAVE SEEN AND AGREED:

By:_ /9 Vt;"/z,éevaM é{ﬁ& )\’/

Tom FitzGerald P\L Fon vy D )\6\/\/5




Sierra Club, Alice Howell, Carl Vogel
and Amy Waters

HAVE SEEN AND AGREED:

P

’ .-”j_-.'.-'-"-""._,: ¥ f
P

[

By:

Joe F. Childers

(o B2

Casey Roberts

Matthew E. Miller




JBS Swift & Co. @

HAVE SEEN AND AGREED:

A5

Dennis G. Howard, II




Wal-Mart Stores East, LP and Sam’s East, Inc.

HAVE SEEN AND AGREED:

By:

Barry N. Naum
Don C.A. Parker




SECOND STIPULATION AND RECOMMENDATION

This Second Stipulation and Recommendation (“Second Stipulation™) is entered into this
first day of May 2017 by and between Kentucky Utilities Company (“KU”) and Louisville Gas
and Electric Company (“LG&E”) (collectively, “the Utilities”); BellSouth Telecommunications,
LLC d/b/a AT&T Kentucky (“*AT&T”), and Kentucky Cable Telecommunications Association
(“KCTA”). (Collectively, the Utilities, AT&T and KCTA are the “Parties.”)

WITNESSETH:

WHEREAS, on November 23, 2016, KU filed with the Kentucky Public Service
Commission (“Commission™) its Application for Authority to Adjust Electric Rates and For

Certificates of Public Convenience and Necessity, /n the Matter of: An Application of Kentucky

Utilities Company for an Adjustment of Its Electric Rates and For Certificates of Public

Convenience and Necessity, and the Commission has established Case No. 2016-00370 to review

KU’s base rate application, in which KU requested a revenue increase of $103.1 million;
WHEREAS, on November 23, 2016, LG&E filed with the Commission its Application
for Authority to Adjust Electric and Gas Rates and For Certificates of Public Convenience and

Necessity, In_the Matter of: An Application of Louisville Gas and Electric Company for an

Adiustment of Its Electric and Gas Rates and For Certificates of Public Convenience and

Necessity, and the Commission has established Case No. 2016-00371 to review LG&E’s base
rate application, in which LG&E requested a revenue increase for its electric operations of $93.6
million and a revenue increase of $13.8 million for its gas operations (Case Nos. 2016-00370 and
2016-00371 are hereafter collectively referenced as the “Rate Proceedings”);

WHEREAS, on February 20, 2017, LG&E filed with the Commission in Case No. 2016-

00371 a Supplemental Response to Commission Staff’s First Request for Information No. 54 in



which LG&E corrected its requested revenue increases for its electric operations to be $94.1
million and for its gas operations to be $13.4 million;

WHEREAS, the Commission has granted full intervention in Case No. 2016-00370 to
the Attorney General of the Commonwealth of Kentucky, by and through the Office of Rate
Intervention (“AG”), AT&T, Community Action Council for Lexington-Fayette, Bourbon,
Harrison and Nicholas Counties, Inc. (“CAC”), KCTA, Kentucky Industrial Utility Customers,
Inc. (“KIUC”), Kentucky League of Cities (“KLC”), The Kroger Company (“Kroger”),
Kentucky School Boards Association (“KSBA”), Lexington-Fayette Urban County Government
(“LFUCG”), Sierra Club, Alice Howell, and Carl Vogel, and Wal-Mart Stores East, LP. and
Sam’s East, Inc. (collectively “Wal-Mart”);

WHEREAS, the Commission has granted full intervention in Case No. 2016-00371 to
Association of Community Ministries, Inc., AG, AT&T, United States Department of Defense
and All Other Federal Executive Agencies, KCTA, KIUC, Kroger, KSBA, Louisville/Jefferson
County Metro Government, Metropolitan Housing Coalition, Sierra Club and Amy Waters, JBS
Swift & Co., and Wal-Mart;

WHEREAS, a prehearing informal conference for the purpose of discussing settlement

and the text of a stipulation and recommendation, attended by representatives of the Parties and

~ the Commission Staff, took place on April 12, 13, and 17, 2017, at the offices of the

Commission, which representatives of AT&T and KCTA also attended on April 12 and 13, and
which representatives of KCTA also attended on April 17, and during which a number of
procedural and substantive issues were discussed, including potential settlement of all issues

pending before the Commission in the Rate Proceedings;



WHEREAS, all parties to these proceedings except AT&T and KCTA reached
agreement and entered into a stipulation and recommendation (“First Stipulation”), which the
Utilities filed with the Commission on April 19, 2017;

WHEREAS, a prehearing informal conference for the purpose of discussing settlement
and the text of this Second Stipulation, attended by representatives of the Parties and the
Commission Staff, took place on April 25, 2017, at the offices of the Commission, during which
a number of procedural and substantive issues were discussed;

WHEREAS, it is understood by all Parties hereto that this Second Stipulation is subject
to the approval of the Commission, insofar as it constitutes an agreement by the Parties for
settlement, and, absent express agreement stated herein, does not represent agreement on any
specific claim, methodology, or theory supporting the appropriateness of any proposed or
recommended adjustments to thé Utilities’ rates, terms, or conditions;

WHEREAS, the Parties have spent many hours over several days to reach the
stipulations and agreements which form the basis of this Second Stipulation;

WHEREAS, the Parties agree that this Second Stipulation, viewed in its entirety, is a
fair, just, and reasonable resolution of all the issues addressed herein, and that the First and
Second Stipulations, considered together, produce a fair, just, and reasonable resolution of all the
issues in the Rate Proceedings; and

WHEREAS, the Parties believe sufficient and adequate data and information in the
record of these proceedings support this Second Stipulation, and further believe the Commission
should approve it;

NOW, THEREFORE, for and in consideration of the promises and conditions set forth

herein, the Parties hereby stipulate and agree as follows:

“
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ARTICLEI RATE PSA MODIFICATIONS

1.1. Attachment Charges for Wireline Facilities. The Parties stipulate that an
annual attachment charge of $7.25 for a wireline facility is fair, just, and reasonable. The
Commission previously approved this charge in the Utilities’ most recent general rate case
proceedings, Cases No. 2014-00371 and No. 2014-00372. The Utilities have not proposed to
adjust this rate, which assumes that a wireline facility will require one foot of usable pole space.
AT&T and KCTA have previously advised the Commission that they have no objections to this
rate remaining in effect.

1.2. Attachment Charges for Pole-Top Wireless Facilities. The Parties stipulate
that a fair, just, and reasonable rate for wireless facilities attached to the top of the Utilities’
structures is $36.25 per year. They agree that for purposes of determining the annual charge, a
pole-top wireless facility should be allocated five feet of usable pole space. The Utilities assert
that this allocation is based upon the premise that, as the Utilities typically have electric facilities
located at or near the top of their distribution poles, a pole top wireless facility, such as an
antenna, requires a five foot taller pole to maintain a safe working distance of at least 48 inches
between the electric facilities and the pole top antenna. Thus, the Utilities assert that the Wireless
Facility owner is responsible for the top 5 feet of the pole: one foot for the antenna and four feet
of clearance above the power space. Without adopting the Utilities’” assertions set out in the
preceding two sentences, AT&T agrees that an allocation of five feet of usable pole space is
supported by evidence in the record. As the Commission has previously approved the annual
rate of $7.25 for one foot of pole space, the use of five feet will produce an annual charge of

$36.25.




1.3. Attachment Charges for Mid-Pole Wireless Facilities. The Parties stipulate
and agree that, given the lack of information regarding the size and characteristic of wireless
antennas and other devices that may be attached to an electric utility pole in the communications
space, a uniform rate for such attachments cannot be easily developed and that the rate for such
attachments should be developed on a case-by-case basis through special contracts until a
sufficient number of such attachments have been made to the Ultilities’ structures to develop a
tariffed rate. At the time of their next general rate applications, the Utilities will determine if
they have sufficient evidence regarding mid-pole devices to determine whether a uniform rate is
appropriate and, if so, revise the PSA Rate Schedule accordingly.

14. Terms and Conditions of Rate PSA. The Parties stipulate and agree that
revisions to the originally proposed version of the PSA Rate Schedule are necessary to afford
sufficient flexibility for Attachment Customers to permit them to operate effectively in the
unregulated, market-based telecommunications industry. The revised PSA Rate Schedules,
which are shown in Exhibits 1 and 2 to this Second Stipulation, with the proposed additions and
deletions clearly marked, appropriately balance an Attachment Customer’s need for flexibility
with the public’s interest in reliable and safe electric service. The Parties stipulate that, as
revised, the terms and conditions set forth in the proposed PSA Rate Schedule are fair, just, and
reasonable, will promote public safety, enhance the reliability of electric service, and ensure fair
and uniform treatment of Attachment Customers as well as promote the deployment and
adoption of advanced communications services.

ARTICLE II. FIRST STIPULATION
2.1. No objections. AT&T and KCTA have reviewed the First Stipulation filed with

the Commission on April 19, 2017 and have no objections to it, except to the extent the First




Stipulation’s electric tariff exhibits contained PSA Rate Schedules inconsistent with this Second
Stipulation and its exhibits, in which case the latter should control.

2.2. AMS Collaborative. The Parties agree that the Utilities shall notify AT&T and
KCTA if and when it engages in any AMS Collaborative pursuant to the First Stipulation § 1.2
and that AT&T and KCTA may, at their option, participate in any or all phases of the AMS
Collaborative.

ARTICLE 1II. MISCELLANEOUS PROVISIONS

3.1. Except as specifically stated otherwise in this Second Stipulation, entering into
this Second Stipulation shall not be deemed in any respect to constitute an admission by any of
the Parties that any computation, formula, allegation, assertion or contention made by any other
party in these Rate Proceedings is true or valid.

3.2. The Parties hereto agree that the foregoing stipulations and agreements represent
a fair, just, and reasonable resolution of the issues addressed herein and request the Commission
to approve the Second Stipulation.

3.3. Following the execution of this Second Stipulation, the Parties shall cause it to be
filed with the Commission on or about May 1, 2017, together with a request to the Commission
for consideration and approval of this Second Stipulation for rates to become effective for
service rendered on and after July 1, 2017.

34. This Second Stipulation is subject to the acceptance of, and approval by, the
Commission. The Parties agree to act in good faith and to use their best efforts to recommend to
the Commission that this Second Stipulation and the First Stipulation be accepted and approved.
The Parties commit to notify immediately any other Party of any perceived violation of this

provision so the Party may have an opportunity to cure any. perceived violation, and all Parties




commit to work in good faith to address and remedy promptly any such perceived violation. In
all events counsel for all Parties will represent to the Commission that the First and Second
Stipulations, taken together, produce a fair, just, and reasonable means of resolving all issues in
these proceedings, and will clearly and definitively ask the Commission to accept and approve
the First and Second Stipulations as such.

3.5. If the Commission issues an order adopting this Second Stipulation in its entirety
and without additional conditions, irrespective of whether the Commission approves the terms of
the First Stipulation, each of the Parties agrees that it shall file neither an application for
rehearing with the Commission, nor an appeal to the Franklin Circuit Court with respect to the
portions of such order that concern this Second Stipulation. The Parties commit to notify
immediately any other Party of any perceived violation of this provision so the Party may have
an opportunity to cure any perceived violation. All Parties agree that no monetary damages will
be sought or obtained from a Party if the Party is not in breach, but rather a non-Party purporting
to act for the Party has sought rehearing or appeal of a Commission order adopting this Second
Stipulation in its entirety and without additional conditions.

3.6. If the Commission does not accept and approve this Second Stipuiation in its
entirety and without additional conditions, then any adversely affected Party may withdraw from
the Second Stipulation within the statutory periods provided for rehearing and appeal of the
Commission’s order by (1) giving notice of withdrawal to all other Parties and (2) timely filing
for rehearing or appeal. If any Party timely seeks rehearing of or appeals the Commission’s
order, all Parties will continue to have the right to withdraw until the conclusion of all rehearings
and appeals. Upon the latter of (1) the expiration of the statutory beriods provided for rehearing

and appeal of the Commission’s order and (2) the conclusion of all rehearings and appeals, all




Parties that have not withdrawn will continue to be bound by the terms of the Second Stipulation
as modified by the Commission’s order.

3.7. If the Second Stipulation is voided or vacated for any reason after the
Commission has approved the Second Stipulation, none of the Parties will be bound by the
Second Stipulation.

3.8. The Second Stipulation shall in no way be deemed to divest the Commission of
jurisdiction under Chapter 278 of the Kentucky Revised Statutes.

3.9. The Second Stipulation shall inure to the benefit of and be binding upon the
Parties hereto and their successors and assigns.

3.10. The Second Stipulation, including its Exhibits, constitutes the complete
agreement and understanding among the Parties, and any and all oral statements, representations
or agreements made prior hereto or contained contemporaneously herewith shall be null and void
and shall be deemed to have been merged into the Second Stipulation.

3.11. The Parties hereto agree that, for the purpose of the Second Stipulation only, the
terms are based upon the independent analysis of the Parties to reflect a fair, just, and reasonable
resolution of the issues herein and are the product of compromise and negotiation.

3.12. The Parties hereto agree that neither the Second Stipulation nor any of the terms
shall be admissible in any court or commission except insofar as such court or commission is
addressing litigation arising out of the implementation of the terms herein or the approval of this
Second Stipulation. This Second Stipulation shall not have any precedential value in this or any
other jurisdiction.

3.13. The signatories hereto warrant that they have appropriately informed, advised,

and consulted their respective Parties in regard to the contents and significance of this Second




Stipulation and based upon the foregoing are authorized to execute this Second Stipulation on
behalf of their respective Parties.

3.14. The Parties hereto agree that this Second Stipulation is a product of negotiation
among all Parties hereto, and no provision of this Second Stipulation shall be strictly construed
in favor of or against any party.

3.15. The Parties hereto agree that this Second Stipulation may be executed in multiple
counterparts.

(This space intentionally left blank.)




. IN WITNESS WHEREOF, the Parties have hereunto affixed their signatures.

Kentucky Utilities Company and
Louisville Gas and Electric Company

HAVE SEEN AND AGREED:

B)ﬁﬂ;. i ,Q;Q ) ‘E Wrm
Kendrick R. Riggs

-and-
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BellSouth Telecommunications, LLC d/b/a AT&T .
Kentucky

HAVE SEEN AND AGREED:

o U Werr—

Cheryl R




Kentucky Cable Telecommunications Association




APPENDIX B
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2016-00370 DATED JUN 2 2 2017
The following rates and charges are prescribed for the customers in the area
served by Kentucky Utilities Company. All other rates and charges not specifically
mentioned herein shall remain the same as those in éffect under authority of this
Commission prior to the effective date of this Order.

SCHEDULE RS
RESIDENTIAL SERVICE

Basic Service Charge per Month $12.25
Energy Charge per kWh $ .09070

SCHEDULE RTOD-ENERGY
RESIDENTIAL TIME-OF-DAY ENERGY SERVICE

Basic Service Charge per Month $12.25
Energy Charge per kWh
Off Peak Hours $ .05916
On Peak Hours $ .27646

SCHEDULE RTOD-DEMAND
RESIDENTIAL TIME-OF-DAY DEMAND SERVICE

Basic Service Charge per Month $12.25
Energy charge per kWh $ 0.04504
Demand Charge per kW
Off Peak Hours $ 3.44
On Peak Hours $ 7.87
SCHEDULE VFD

VOLUNTEER FIRE DEPARTMENT

Basic Service Charge per Month $12.25
Energy Charge per kWh $ .09070




€

SCHEDULE GS
GENERAL SERVICE RATE

Basic Service Charge per Month — Single Phase
Basic Service Charge per Month — Three Phase
Energy Charge per kWh

SCHEDULE AES
ALL ELECTRIC SCHOOL

Basic Service Charge per Month — Single Phase
Basic Service Charge per Month — Three Phase
Energy Charge per kWh

SCHEDULE PS
POWER SERVICE

Secondary Service:
Basic Service Charge per Month
Demand Charge per kW:
Summer Rate
Winter Rate
Energy Charge per kWh

Primary Service:
Basic Service Charge per Month
Demand Charge per kW:
Summer Rate
Winter Rate
Energy Charge per kWh

SCHEDULE TODS
TIME-OF-DAY SECONDARY SERVICE

Basic Service Charge per Month
Maximum Load Charge per kW:
Base Demand Period
Intermediate Demand Period
Peak Demand Period
Energy Charge per kWh

$31.50
$50.40
$ .10428

$ 85.00
$140.00
$ .08306

$ 90.00

$20.17
$17.95
$ .03547

$240.00
$ 20.35

$ 18.16
$ .03448

$200.00

$ 273
$ 6.11
$ 7.79
$ 03508
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SCHEDULE TODP
TIME-OF-DAY PRIMARY SERVICE

Basic Service Charge per Month
Maximum Load Charge per kVA:
Base Demand Period
Intermediate Demand Period
Peak Demand Period
Energy Charge per kWh

SCHEDULE RTS
RETAIL TRANSMISSION SERVICE

Basic Service Charge per Month
Maximum Load Charge per kVA:
Base Demand Period
Intermediate Demand Period
Peak Demand Period
Energy Charge per kWh

SCHEDULE FLS
FLUCTUATING LOAD SERVICE

Primary:

Basic Service Charge per Month

Maximum Load Charge per kVA:
Base Demand Period
intermediate Demand Period
Peak Demand Period

Energy Charge per kWh

Transmission:

Basic Service Charge per Month

Maximum Load Charge per kVA:
Base Demand Period
Intermediate Demand Period
Peak Demand Period

Energy Charge per kWh

$ 330.00

$ 276
$ 5.03
$ 6.43
$ .03415

$1,500.00

$ 1.99
$ 494
$ 6.31
$ .03338

330.00

$

$ 2.45

$ 4.48

$ 5.91

$ .03415

$1,500.00

1.63

229

3.25
03315

& H P &h
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SCHEDULE LS

LIGHTING SERVICE

Rate per Light per Month: (Lumens Approximate)

Overhead:

High Pressure Sodium:
5,800 Lumens - Cobra Head
9,500 Lumens - Cobra Head
22,000 Lumens - Cobra Head
50,000 Lumens - Cobra Head

9,500 Lumens - Directional
22,000 Lumens - Directional
50,000 Lumens - Directional

9,500 Lumens - Open Bottom

Metal Halide
32,000 Lumens - Directional

Light Emitting Diode (LED)

8,179 Lumens - Cobra Head
14,166 Lumens - Cobra Head
23,214 Lumens - Cobra Head

5,007 Lumens - Open Bottom

Underground:

High Pressure Sodium:
5,800 Lumens - Colonial
9,500 Lumens - Colonial

5,800 Lumens - Acorn
9,500 Lumens - Acorn

5,800 Lumens - Victorian
9,500 Lumens - Victorian

Fixture
Only

$ 9.86
$10.34
$ 16.08
$ 25.61

$10.19
$ 15.42
$21.95

$ 887

$22.80

$14.92
$ 18.09
$27.63
$ 9.94

Fixture Decorative

Only Smooth
$1259
$12.92
$ 17.18
$ 17.63

5,800 Lumens - Contemporary $ 17.12 $ 19.35
9,600 Lumens - Contemporary $ 17.00 $ 23.94

-4-

Ornamental

$ 13.52
$14.21
$20.22
$28.37

Historic
Fluted

$24.50
$ 25.09

$ 34.07
$ 34.39
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22,000 Lumens - Contemporary $ 19.84 $ 30.82
50,000 Lumens - Contemporary $ 24.15 $ 38.09

4,000 Lumens - Dark Sky Lantern $ 24.87
9,500 Lumens - Dark Sky Lantern $ 25.99
Metal Halide

32,000 Lumens - Contemporary $ 24.68 $ 38.87

Light Emitting Diode (LED)

8,179 Lumens - Cobra Head $ 35.44
14,166 Lumens - Cobra Head $ 38.61
23,214 Lumens - Cobra Head $48.14

5,665 Lumens - Open Bottom $ 37.51

SCHEDULE RLS
RESTRICTED LIGHTING SERVICE

Overhead:
Fixture Fixture
Only and Pole

High Pressure Sodium:
4,000 Lumens - Cobra Head $ 8.84 $12.16
50,000 Lumens - Cobra Head $ 14.06

5,800 Lumens - Open Bottom  $ 8.54

Metal Halide
12,000 Lumens - Directional $16.13 $ 20.89
32,000 Lumens - Directional $ 27.56
107,800 Lumens - Directional $47.70 $ 52.45
Mercury Vapor:

7,000 Lumens - Cobra Head  $ 10.83 $ 13.34
10,000 Lumens - Cobra Head $12.84 $ 15.07
20,000 Lumens - Cobra Head $14.53 $17.01

7,000 Lumens - Open Bottom $11.87

Incandescent:
1,000 Lumens - Tear Drop $ 3.81
2,500 Lumens - Tear Drop $ 5.11
4,000 Lumens - Tear Drop $ 763
6,000 Lumens - Tear Drop $10.19

-5-

s
i

Appendix B
Case No. 2016-00370



Underground:

Decorative Historic
Smooth Fluted
Metal Halide
12,000 Lumens - Directional $31.20
32,000 Lumens - Directional $ 36.99
107,800 Lumens - Directional $61.66

12,000 Lumens - Contemporary $ 17.45 $ 3142
107,800 Lumens - Contemporary $ 51.32 $65.28

High Pressure Sodium:

4,000 Lumens - Acorn $ 15.69 $23.13
4,000 Lumens - Colonial $11.18
5,800 Lumens - Coach $ 34.07
9,500 Lumens - Coach $ 34.39
16,000 Lumens - Granville $62.30
SCHEDULE TE
TRAFFIC ENERGY SERVICE
Basic Service Charge per Month $ 4.00
Energy Charge per kWh $ .09013

SCHEDULE PSA
POLE AND STRUCTURE ATTACHMENT CHARGES

Per Year for Each Attachment to Pole $ 7.25
Per Year for Each Linear Foot of Duct $ .81
Per Year for Each Wireless Facility $36.25
RATE CSR-1
CURTAILABLE SERVICE RIDER
Transmission Prima

Demand Credit per kVA $ 3.20 $ 3.31
Non-compliance Charge

Per kVA $16.00 $16.00

-6- Appendix B

Case No. 2016-00370



RATE CSR-2
CURTAILABLE SERVICE RIDER

Transmission Prima
Demand Credit per kVA $ 5.90 $ 6.00
Non-compliance Charge
Per kVA $16.00 $ 16.00
RC
REDUNDANT CAPACITY
Charge per kW/kVA per month
Secondary Distribution $ 1.04
Primary Distribution $ .86
EVSE

ELECTRIC VEHICLE SUPPLY EQUIPMENT

Monthly Charging Unit Fee:

Single Charger $182.27
Dual Charger $306.01
EVC
ELECTRIC VEHICLE CHARGING SERVICE
Fee per Hour $ 284
EVSE-R

ELECTRIC VEHICLE SUPPLY EQUIPMENT

Monthly Charging Unit Fee:

Single Charger $131.41
Dual Charger $204.31
SSP
SOLAR SHARE PROGRAM RIDER
Monthly Charge:
Solar Capacity Charge $ 624

Solar Energy Credit per kWh of Pro Rata Energy Produced:

RS $ .03520
RTOD-Energy $ .03520
RTOD-Demand $ .03520
VFD $ .03520
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GS

AES

PS Secondary
PS Primary
TODS

TODP

SPS

SCHOOL POWER SERVICE

Secondary Service:

Basic Service Charge per Month

Demand Charge per kW:
Summer Rate
Winter Rate

Energy Charge per kWh

STOD
SCHOOL TIME-OF-DAY SERVICE

Basic Service Charge per Month
Maximum Load Charge per kW:
Base Demand Period
Intermediate Demand Period
Peak Demand Period
Energy Charge per kWh

OSL

QUTDOOR SPORTS LIGHTING SERVICE

Secondary Service:
Basic Service Charge per Month
Demand Charge per kW:
Peak Demand Period
Base Demand Period
Energy Charge per kWh

Primary Service:

Basic Service Charge per Month
Demand Charge per kW:
Peak Demand Period
Base Demand Period
Energy Charge per kWh

03524
.03526
.03547
.03448
03508
03415

& PP RO

$ 90.00

$ 17.89
$ 15.92
$ .03572

$200.00

$ 483
$ 425
$ 5.76
$ .03527

$ 90.00

$ 16.15
$ 273
$ .03571

$240.00
$ 16.32

$ 275
$ .03472
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UNAUTHORIZED RECONNECT CHARGE

Tampering or Unauthorized Connection or Reconnection Fee:

Meter Replacement Not Required $ 70.00
Single Phase Standard Meter Replacement Required $ 90.00
Single Phase AMR Meter Replacement Required $ 110.00
Single Phase AMS Meter Replacement Required ; $ 174.00
Three Phase Meter Replacement Required $ 177.00
HEA
HOME ENERGY ASSISTANCE PROGRAM
Per Month $ .30
?ﬂ*\
&
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@ COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF LOUISVILLE
GAS AND ELECTRIC COMPANY FOR AN
ADJUSTMENT OF ITS ELECTRIC AND GAS
RATES AND FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY

CASE NO.
2016-00371

ORDER
Louisville Gas and Electric Company (“LG&E”) is a combination electric and gas
utility that generates, transmits, distributes, and sells electricity to consumers in Jefferson

County, Kentucky, and in portions of eight- other Kentucky counties.! LG&E also

purchases, stores, and transports natural gas and distributes and sells natural gas at retail
in Jefferson County and portions of 16 other Kentucky counties.? Its most recent general
rate increase was granted in Case No. 2014-00372.3

BACKGROUND

On October 21, 2016, LG&E filed a notice of its intent to file an application for
approval of an increase in its electric and gas rates based on a forecasted test year ending
June 30, 2018. On November 23, 2016, LG&E filed its application, which included new

rates to be effective January 1, 2017, based on a requesf to increase electric revenues

! Application, § 2.
2 Id.

3 Case No. 2014-00372, Application of Louisville Gas and Electric Company for an Adjustment of
Its Electric and Gas Rates (Ky. PSC June 30, 2015).
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Employee Retirement Plans

| G&E maintains a Defined Dollar Benefit Retirement Plan for those employees
hired prior to January 1, 2006 (“Pre 2006 DDB Plan”).** This plan was closed to new
participants and was replaced with a Retirement Income Account (*401 (k) Plan”) for those
employees hired after January 1, 2006.¢ All employees that were hired prior to January
1, 2008, are eligible to participate in both the Pre 2006 DDB Plan and the 401(k) Plan.¥
LG&E contributes 100 percent of the Pre 2006 DDB Plan costs.* LG&E also contributes
to the 401 (k) Plan between 3 percent to 7 percent® of eligible employee compensation
and a $0.70 per dollar match for employee contributions up to 6 percent of the employee’s
eligible contribution.*

The Commission finds that, for ratemaking purposes, it is not reasonable to
include both LG&E Pre 2006 DDB Plan contributions and LG&E's matching contributions
to the 401(k) Pl.an for the following employee categories: exempt, manager, non-exempt,
and officer and director personnel. The Commission Qhooses not to address similar

401(k) Plan company matching contributions for hourly and bargaining unit employees in

45 See LG&E’s response to Commission Staff's Fourth Request for Information (“Staff's Fourth
Request”), ltem 6.

46 Refer to LG&E’s response to Commission Staff's First Post-Hearing Request for Information

dated May 12, 2017, ltem 11. Although throughout this proceeding, LG&E made references to two separate

post-2016 retirement plans, the Retirement Income Account and the 401(k) Savings Plan, they are actually
the same plan.

47 Id.
48 Response to Staff's Fourth Request, ltem 6.

49 The percentage contribution rate depends on the employee’s years of service as of January 1 of
that year.

50 Response to Staff's Fourth Request, ltem 6.
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this proceeding, as it is not within the Commission’s authority to negotiate or modify
bargaining agreements. The Commission will not make a distinction between
represented and non-represented hourly groups at this time, but will instead provide an
opportunity for LG&E to address these excessive costs for both empioyee classes prior
to its next base rate case as rate recovery of these contributions will be evaluated for
appropriateness as part of its next base rate case. Employees participating in the Pre
2006 DDB Plan enjoy generous retirement plan benefits, making the matching 401(k)
Plan amounts exc‘essive for ratemaking pvurposes. Accordingly, the Commission denies
for recovery 401(k) Plan matching contributions in the amount of $1,246,499 before

gross-up for LG&E'’s electric operations and $407,808 before gross-up for LG&E’s gas

operations.

Return on Equity

In its application, LG&E developed its ROE using the discounted cash flow method
(“DCF"), the capital asset pricing mode! (“CAPM"), the empirical capital asset pricing
model ("ECAPM"), the utility risk premium (“RP™), and the expected earnings approach.st
Based on the results of the methods employed in its analysis,‘ LG&E recommended an
ROE range for its electric operations of 9.63 percent to 10.83 percent, including flotation
cost>® LG&E recommended awarding the midpoint of this range, 10.23 percent, to
maintain financial integrity, support additional capital investment and recognize flotation

costs.** Direct testimony regarding ROE was provided by the AG, DOD/FEA, KIUC, and

%! Direct Testimony of Adrien M. McKenzie, CFA (“McKenzie Direct Testimony”) at 2.
%2 Id., Exhibit No. 2, page 1 of 1.
53 {d. at 5-8.
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17.  Any document filed pursuant to ordering paragraphs 6, 7, 8, 10, 11, 12, and

14 of this Order shall reference the number of this case and shall be retained in the utility's
general correspondence file.

18.  The Executive Director is delegated authority to grant reasonable extension
of time for the filing of any documents required by ordering paragraphs 6, 7, 8, 10, 11, 12,
and 14 of this Order upon LG&E’s showing of good cause for such extension.

By the Commission

ENTERED

JUN 22 201

KENTUCKY PUBLIC
SERVICE COMMISSION |

ATTEST:

Executive Director

Case No. 2016-00371




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

in the Matter of:
ELECTRONIC APPLICATION OF LOUISVILLE )
GAS AND ELECTRIC COMPANY FOR AN ) CASE NO.
ADJUSTMENT OF ITS ELECTRIC AND GAS ) 2016-00371
RATES AND FOR CERTIFICATES OF PUBLIC )
CONVENIENCE AND NECESSITY )
ORDER
Louisville Gas and Electric Company (“LG&E”) is a combination electric and gas
utility that generates, transmits, distributes, and sells electricity to consumers in Jefferson
County, Kentucky, and in portions of eight other Kentucky counties.! LG&E also
purchases, stores, and transports natural gas and distributes and sells natural gas at retail
in Jefferson County and portions of 16 other Kentucky counties.? Its most recent general

rate increase was granted in Case No. 2014-00372.3

BACKGROUND

On October 21, 2016, LG&E filed a notice of its intent to file an application for
approval of an increase in its electric and gas rates based on a forecasted test year ending
dJune 30, 2018. On November 23, 2016, LG&E filed its application, which included new

rates to be effective January 1, 2017, based on a request fo increase electric revenues

' Application, 1 2.
2 /d.

3 Case No. 2014-00372, Application of Louisville Gas and Electric Company for an Adjustment of
Its Electric and Gas Rates (Ky. PSC June 30, 2015).




by $93.6 million, or 8.5 percent per year for the forecasted test period ending June 30,
2018, compared to the operating revenues for the forecasted test period under existing
electric rates.* LG&E also sought an increase in its gas rates that would result in an
increase in revenues of approximately $13.8 million, which would represent a 4.2 percent
increase over current rates.® The proposed increase in electric rates would raise the
monthly bill of an average residential electric customer by $9.65, or 9.5 percent.5 The
average LG&E residential electric customer consumes approximately 957 kilowatt
(“kWh”) of electricity per month.” The proposed increase in gas rates would raise the
monthly bill of an average residential gas customer by $2.99, or 5 percent.® The average
LG&E residential gas customer consumes approximately 55 Ccf of gas per month.®
LG&E’s application also included requests Certificates of Public Convenience and
Necessity (‘CPCNs”) to implement an Advanced Meter System (“AMS”) and a Distribution
Automation system (“DA"). LG&E stated that the AMS project would involve replacing
approximately 418,000 electric meters and adding 322,000 AMS gas indices, which would
have two-way communications capabilities.’® The AMS electric meters would also be

equipped with remote service switching capabilities.!! The estimated capital cost of the

4 Application, 11 6.

5 Application, 11 8.

§ Application, 11 7.
71d.

8 Application, 9.

8 d.

10 Application, 9] 16.
11 Id
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proposed AMS project is $119 million for LG&E electric and $55 million for LG&E gas.!2
According to LG&E, the AMS project would result in incremental operation and
maintenance (“O&M") cost during the deployment phase of $13 million for LG&E electric
and $2.5 million for LG&E gas.’® The deployment period was expected to begin in late
2017 and be completed by the end of 2019.'* LG&E also requested authority to establish
a regulatory asset for the remaining net book value of the electric meters retired as a
result of the proposed AMS project.'® LG&E estimated that the amount of this regulatory
asset wou(d be approximately $12.1 million.' In connection with the proposed AMS
project, LG&E also sought deviations from certain regulations dealing with meter
inspections and testing.

According to LG&E, the proposed DA project involves the extension of intelligent
control over electric power grid functions to the distribution system level.'” The project
would enable LG&E'’s distribution system to provide real-time information and allow for
remote monitoring, remote control, and automation of distribution line equipment.’® For

both LG&E and Kentucky Utilities Company (“KU"), LG&E's sister company,'® the total

2 fd.

Ll o ¢

4 d.

15 Application,  35.

16 Id

7 Application, ] 25.

'8 /d,

9 KU has also filed a base rate application seeking, among other things, an increase in its electric
rates. That application is docketed as Case No. 2016-00370, Electronic Application of Kentucky Utilities

Company for an Adjustiment of Its Electric Rates and for Certificates of Public Convenience and Necessity
(Application filed Nov. 23, 2016).
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capital cost of the proposed DA project is approximately $112 million.2° The project would
be completed in approximately seven years.?' Of the total cépital expenditure, LG&E
estimated $23 million to be incurred before the end of the forecasted test year on June
307, 2018.22 LG&E and KU (jointly “Companies”) estimated the O&M expense related to
the proposed DA project to be $6 million over the seven-year implementation period,
$1.16 million of which would be incurred before the end of the forecasted test year.?* The
DA project would affect approximately 20 percent of the Companies’ circuits, 40 percent
of the Companies' distribution line miles, and 50 percent of the Companies’ customers.?4

LG&E also requested that its Gas Line Tracker Mechanism (“GLT") rates be
updated for services rendered on and after July 1, 2017.25 With the conclusion of the
GLT service riser and main replacement projects, LG&E proposed to implement a $101
million, 15-year program to replace steel customer service lines, known as the Gas
Service Line Replacement Program,?® and a $60 million, three-year program to replace
15.5 miles of 45-60 year old transmission pipeline, known as the Transmission Pipeline
Modernization Program.?” LG&E proposed changes to its GLT tariff to accommodate its

proposed addition of the Transmission Pipeline Modernization Program. The Firm

20 Application, v} 32.
21 [d.

2 |d.

28 |d., 7133.

2 [d., 725.

% Jd., 1 42.

26 [d., 7143

27 [d., 9] 44.
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Transportation FT Rate Schedule and the new SGSS and LGDS schedules are proposed
to be added to GLT recovery for the transmission project.2® All GLT projects prior to July
1, 2017, have been removed from GLT rate base.?® GLT service charges going forward
are proposed to reflect recovery of the proposed Gas Service Line Replacement Program
and Transmission Pipeline Modernization Program.

LG&E estimated that it would receive approximately $522,000 of jurisdictional
reservation and termination fees in connection with agreements related to the refined coal
production facilities at the Companies’ Ghent, Mill Creek, and Trimble County Generating
Stations.3' Pursuant to Case No. 2015-00264,% LG&E had been recording these
proceeds as a regulatory liability and it now proposes to amortize this regulatory liability
over three years.33

Lastly, LG&E also submitted a depreciation study in support of its application and
requests that its proposed depreciation rates be approved.

Pursuant to the Commission's December 13, 2016 Order, LG&E's new rates,
which were proposed to become effective on January 1, 2017, were suspended for six
months, up to and including June 30, 2017. The December 13, 2016 Order also

established a procedural schedule, which provided for a deadline for filing intervention

28 |d., ] 42.

2 Id.,

0 /g, 11 43-44.
31 [d, 1 45.

% Case No. 2015-00264, Application of Louisville Gas and Electric Company and Kentucky Utilities
Company Regarding Entrance into Refined Coal Agreements, for Proposed Accounting and Fuel
Adjustment Clause Treatment, and for Declaratory Ruling (Ky. PSC Nov. 24, 2015).

3 Application, ) 45.
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requests; two rounds of discovery upon LG&E's application; a deadline for the filing of
intervenor testimony; one round of discovery upon any intervenor testimony; and an
opportunity for LG&E to file rebuttal testimony.

The following parties were granted intervention in this proceeding: the Attorney
General of the Commonwealth of Kentucky, by and through his Office of Rate Intervention
(“AG"); Kentucky Industrial Utility Customers, Inc. (“KIUC"); Kroger Company (“Kroger”);
Wal-Mart Stores East, LP and Sam's East, Inc. (jointly “Wal-Mart"); Kentucky School
Boards Association ("KSBA"); Kentucky Cable Telecommunications Association
("KCTA”); Amy Waters and Sierra Club (jointly “Sierra Club”); BellSouth
Telecommunications, LLC d/b/a AT&T Kentucky ("AT&T"); Department of Defense and
all other Federal Executive Agencies ("DOD/FEA"); Association of Community Ministries
("ACM"); Metropolitan Housing Coalition ("MHC"); Louisville/Jefferson County Metro
Government (“Louisville Metro”); and JBS Swift & Co. (“JBS").

Informal conferences (“IC") were held at the Commission's offices on April 12, 13,
and 17, 2017, which resulted in all of the parties to this matter, with the exception of AT&T
and KCTA, reaching a settlement agreement in principle on all issues other than those
involving the Companies' proposed Rate PSA - Pole and Structure Attachment
Charges.®* On April 19, 2017, LG&E and KU filed a motion requesting leave to submit
the written Stipulation and Recommendation (“First Stipulation”) intended to address all
of the issues, except for the proposed Rate PSA tariff, in the two respective rate cases.

An additional IC was held on April 25, 2017, for the limited purpose of discussing and

% The informal conferences were jointly held to discuss issues in the instant matter and to discuss
issues related to the KU rate case, Case No. 2016-00370.
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possibly resolving the issues associated with the Companies' proposed Rate PSA tariff.
The Companies, KCTA, and AT&T were able to reach an agreement in principle for the
resolution of all material issues pertaining to the proposed Rate PSA tariff. On May 1,
2017, LG&E and KU filed a motion requesting leave to submit the written Second
Stipulation and Recommendation | (“Second Stipulation”), which addresses all of the
issues related to the Companies' proposed Rate PSA tariff.

The Commission held information sessions and public meetings for the purpose of
taking public cdmments on April 11, 2017, in Louisville, Kentucky, at Jefferson Community
and Technical College, and on April 12, 2017, in Madisonville, Kentucky, at Madisonville
GCommunity College.

A formal hearing was held on May 9, 2017, for the purposes of cross-examination
of all witnesses and for the consideration of the two stipulations.® Pursuant to a May 3,
2017 Order, the Commission required all of the Companies’ employee witnesses as well
as the Companies’ consultant Steven Seelye, KIUC's witness Stephen Baron, and
KSBA'’s witness Ronald Wilihite to be present at the hearing.%¢ The May 3, 2017 Order
provided the parties to this matter an opportunity to cross-examine any of the other
witnesses and, accordingly, directed the parties to the two cases to submit written notice
on or before May 5, 2017, setting forth the name of each witness that party intended to
cross-examine at the formal hiearing.®” The May 3, 2017 Order noted that in the absence

of a notice identifying witnesses whose attendance was not required by the Commission,

35 See May 3, 2017 Order at 2.
% Id. at 3.

¥ [d.
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the parties would be deemed to have waived cross-examination of those witnesses.
None of the parties submitted a notice, and the only witnesses presented for cross-
examination were those set forth above as named in the May 3, 2017 Order.

LG&E filed responses to post-hearing data requests on May 26, 2017, and on June
9, 2017. KSBA filed responses to post-hearing data requests on May 26, 2017. All the
parties also filed post-hearing statements indicating they would not object to, or withdraw
from, the First Stipulation regardless of whether all schools, including non-public schools,
are included in the optional pilot program for schools as set forth in Article |V, paragraph
4.11 of the First Stipulation. On May 31, 2017, the AG, Sierra Club, MHC, ACM, Louisville
Metro, Community Action Council for Lexington-Fayette, Bourbon, Harrison, and Nicholas
Counties, Inc. (“CAC”"), and Lexington-Fayette Urban County Government (“LFUCG")38
filed a joint post-hearing brief in the instant matter and in the KU rate broceeding
recommending approval of the Residential Basic Service Charge as set forth in the First
Stipulation. On May 31, 2017, LG&E, KIUC, and Kroger filed their respective post-hearing
briefs recommending approval of the First and Second Stipulations. On June 1, 2017,
KSBA filed a separate post-hearing brief addressing the legality of the optional pilot
school rate tariffs. LG&E and the AG filed their respective briefs on the pilot school tariff
issue on June 2, 2017. KSBA and the AG contend that the school-related pilot tariffs do
not violate KRS 278.035 because the proposed tariffs set forth a reasonable classification
and would not be preferential, given the unique load characteristics and usage patterns
of schools as compared to the other customers in their existing rate classes. The AG

also pointed out that all public and private schools have similar load and usage

38 CAC and LFUCG are parties to the KU rate case, Case No. 2016-00370.
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characteristics, making them a homogenous group, which made it reasonable to include
in the pilot school tariff private schools that might wish to participate. The AG opined that
“la]s long as potential school participants to the pilot electric school tariffs are afforded
equal opportunity to participate, the pilot electrical tariffs cannot be said to be ‘preferential’
within the meaning of KRS 278.035."*° Similarly, LG&E contends that the pilot school
tariffs do not provide a publicly funded entity an entitlement to service under that rate, and
because the pilot tariffs are a reasonable means of gathering data to determine whether
such tariffs should be made generally available service offerings. KSBA, LG&E, and the
AG all indicated that they did not object to modifying the First Stipulation to allow schools
not covered by KRS 160.325, i.e., non-public schools, to participate in the pilot tariffs.

FIRST STIPULATION

The First Stipulation reflects the agreement of all of the parties to the two cases,
with the exception of KCTA and AT&T, addressing all issues not related to pole
attachments. A summary of the provisions contained in the First Stipulation is as follows:

* LG&E agrees to withdraw the CPCN request to implement the AMS project

and will initiate an AMS collaborative involving the Companies and all

interested parties to these proceedings to discuss any concerns about
AMS .40

* LG&E will be issued a CPCN to implement the DA project.

*» LG&E Electric revenue will increase by $59.4 million and LG&E Gas
revenue will increase by $7.5 million.

s The stipulated level of revenue associated with the electric operations were
adjusted by: 1) removal of AMS cost recovery; 2) reduction of Return on

. BAG's Post-Hearing Brief Regarding School Board Pilot Tariff at 7-8.

40 Because LG&E has agreed to withdraw its CPCN request to implement the AMS project, the
company is also withdrawing its request to establish a regulatory asset for those electric meters that would
have been retired as a result of the AMS project and the requests to deviate from certain regulations
governing meter inspections and testing. See May 9, 2017 Hearing at 2:22:09.
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Equity (“ROE") to 9.75 percent; 3) revised depreciation rates; 4) updated
five-year average for uncollectible debt expense; 5) use of an eight-year
average of generator outage expenses, based upon four-years' historical
expenses and four-years’ forecasted expenses; and 6) adjustment to
construction work in progress capital slippage.

The stipulated level of revenue associated with the LG&E gas operation
was adjusted by: 1) removal of AMS cost recovery; 2) reduction of ROE to
9.75 percent; 3) revised depreciation rates; and 4) updated five-year
average for uncollectible debt expense.

The agreed-to revenue allocations are set forth in Exhibits 5 and 6 of the
First Stipulation.

The Basic Service Charge will increase to $11.50 effective July 1, 2017, and
to $12.25 effective July 1, 2018, tor LG&E Electric and KU Rates RS, VFD,
RTOD-Energy and RTOD-Demand.

The Basic Service Charge for LG&E Gas Rates RGS and VFD will increase
to $16.35.

Current CSR customers may choose between Option A and Option B.
o Option A reflects the Companies’ as-filed proposition.
o Option B reflects the following modifications to the existing CSR tariff:

= credits for both Companies of $6.00.per kVA-month (primary)
and $5.90 per kVA-month (transmission);

* LG&E may request physical curtailment when more than ten
of the utility’s primary combustion turbines (“CTs") are being
dispatched, irrespective of whether the utility is making ofi-
system sales. A CSR customer may avoid a physical
curtaiiment by buying through at the Automatic Buy-Through
Price.

LG&E agrees to recover costs related to its proposed Transmission
Modernization and Steel Service Line Replacement Programs through its
GLT mechanism for five years ending June 30, 2022, after which time any
remaining costs for such programs will be recovered through base rates.

LG&E agrees to revise its proposed Rate Substitute Gas Sales Service

such that monthly billing demand will be based on the greatest of (1)
Maximum Daily Quantity (“MDQ"); (2) current month's highest daily volume
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of gas delivered; or (3) 70 percent of the highest daily volume of gas
delivered during the previous 11 monthly billing periods.

LG&E and KU agree to add a voluntary sports-field-lighting rate schedule,
Pilot OSL — Outdoor Sports Lighting Service, on a pilot basis limited to 20
participants per company and will utilize a time-of-day rate structure.

LG&E and KU agree not to split their residential and general service electric
energy charges into Infrastructure and Variable components as proposed.

LG&E and KU agree to file a study in their next rate cases regarding the
impacts of 100 percent base demand ratchets for Rate TODS.

For customers with their own generation, for 60 minutes following a utility-
system fault, LG&E and KU agree to not use any demand data for a Rate
TODP customer to set billing demand.

LG&E and KU agree to add an optional pilot tariff for schools subject to KRS
160.325. LG&E’'s and KU’s pilot rate provisions will be available to new
participants until the total projected revenue reduction for each company is
$750,000 annually, compared to the projected annual revenues for the
participating schools under the rates under which the schools would
otherwise be served.

LG&E and KU agree to file an application no later than December 31, 2017
proposing a two-year extension of the School Energy Managers Program
(from July 1, 2018, through June 30, 2020) with a proposed total annual
level of fundmg of $725,000.

LG&E and KU agree to fund a study concerning economical deployment of
electric bus infrastructure in the Louisville and Lexington areas, as well as
cost-based rate structures related to charging stations and other
infrastructure needed for electric buses.

LG&E and KU agree to establish an LED Lighting Collaborative involving
Louisville Metro, LFUCG and any other interested parties to these
proceedings.

LG&E agrees to continue its monthly residential Home Energy Assistance
(“HEA”") charge at $0.25 per month, which will remain effective until the
effective date of new base rates for LG&E following its next general base
rate case.

-11- Case No. 2016-00371




e . LG&E and KU agree to commit to contribute a total of $1.45 million of
shareholder funds per year, which will remain in effect through June 30,
2021. These shareholder funds will be applied as follows:

o From KU, $100,000 for Wintercare and $470,000 for HEA. CAC
administers both programs. KU agrees that up to 10 percent of its
total contributions to CAC may be used for reasonable administrative
expenses.

o From LG&E, $700,000 to ACM for utility assistance and $180,000 for

HEA. LG&E agrees that up to 10 percent of its total contributions to
ACM may be used for reasonable administrative expenses.

The First Stipulation results in the monthly bill of an average LG&E electric

residential customer increasing by $6.77, or 6.7 percent, and for an average residential

gas customer by $1.47, or 2.44 percent. A summary of the impact of the First Stipulation

on LG&E's revenue requirements for its electric and gas operations are as follows.

o Electric Operations. The parties agreed in the First Stipulation to reduce

LG&E Electric's requested revenue increase from $94.1 million to $59.4

million.

The adjustments to LG&E Electric's requested revenue

requirement are discussed further below.

A.

C.

Advanced Metering System. As previously discussed, LG&E

requested that the Commission grant a CPCN to install AMS
in its service territory. As part of the First Stipulation, the
Companies agreed to withdraw their request for the CPCN
and to establish a collaborative to discuss the parties’
concerns and seek to address them. In the test year, the
cumulative effect of the withdrawal of the CPCN on the
revenue requirement of LG&E Electric is a reduction of $5.2
million.

Return on Equity. The agreement to reduce the ROE to 9.75
percent results in a decrease to LG&E Electric’'s revenue
requirement of $10.1 million.

Depreciation. LG&E proposed to revise its depreciation rates
based upon depreciation studies that were performed by John
Spanos of the firm Gannett Fleming Valuation and Rate
Consultants, LLC. The parties to the First Stipulation agreed
to revise LG&E Electric's proposed depreciation rates,
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resulting in a revenue-requirement reduction of $10.1 million.
The revised depreciation rates will also reduce LG&E
Electric's environmental cost recovery revenue requirement
by $16.8 million. The impact will be included in the
environmental cost recovery filing made for the July 2017
expense month.

D. Uncollectibles Expense. LG&E Electric proposed to use
uncollectible factors based on using a five-year average of
write-offs to revenues for the period 2011 through 2015. The
First Stipulation uses an updated five-year period, 2012
through 20186, to reduce LG&E Electric's revenue requirement
by $0.3 million.

E. Normalize Generation Outage. LG&E Electric proposed
$63.814 million in generation outage expense for the test
year, which exceeded its five-year average of $58.873 million.
In the First Stipulation, the parties agreed to use an eight-year
average expense, four years of historical expenses and four
years of forecasted expenses. This approach reduces LG&E
Electric’s revenue requirement by $8.5 miilion.

{a,;_:) F. Construction Work In Progress Capital Slippage. The First
Stipulation reflects a slippage factor to eliminate over
estimation in construction budgeting. The slippage factor
reduces LG&E Electric's requested revenue requirement by
$0.4 million.

e Gas Operations. LG&E Gas requested a revenue increase of $13.4 million
in its application, but the parties agreed to a reduced revenue increase of
$7.5 ‘million in the First Stipulation. The First Stipulation adjustments to
LG&E Gas's requested reveniie requirement are discussed further below.

A AMS. The withdrawal of LG&E's request for a CPCN to install
AMS reduces LG&E Gas's revenue requirement by $0.7 million.

B. Return on Equity. The parties to the First Stipulation agreed
to a ROE of 9.75 percent resulting in a decrease to LG&E Gas’s
revenue requirement of $2.9 million.

C. Depreciation. The revised depreciation rates in the First
Stipulation reduces LG&E Gas's revenue requirement by $2.9

@ million.
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AT
D. Uncollectibles Expense. The updated write-off period used in @D
the First Stipulation reduces LG&E Gas's revenue requirement by
$0.1 million.

 First Stipulation Summary. The table below reflects the impact each First
Stipulation adjustment has on LG&E Electric and LG&E Gas.

LG&E Electric LG&E Gas
Proposed Revenue Requirement $ 94.1 million 3 13.4 million
Remove AMS (5.2) million (0.7) million
9.75% Return on Equity (10.1) million (2.9) million
Revised Depreciation Rates (10.1) million (2.1) million
KU Refined Coal Revenues million million
Uncollectible Expense (0.3) million (0.1) million
Generator Qutage Expenses (8.5) million million
CWIP Capital Slippage (0.4) million million
Stipulated Revenue Requirements : 5 59.4 miliion 3 7.5 million

SECOND STIPULATION

The Second Stipulation reflects the agreement of LG&E, AT&T, and KCTA as to
the terms and conditions of LG&E’s pole and structure attachment charges contained in
Tariff PSA. The major substantive areas addressed in the Second Stipulation are as
follows:

» Agreement on LG&E's attachment charges for pole-top wireless facilities;*!
e Agreement on LG&E's attachment charges for mid-pole wireless facilities;*?

e  Amendment of the terms and conditions set forth in LG&E's proposed Tariff
PSA rate schedule.*3

41 Second Stipulation, 1 1.2.
42 Id at 1 1.3.

(g atq 1.4. N

-14- Case No. 2016-00371




L

D

ANALYSIS AND FINDINGS

The Commission's statutory obligation when reviewing a rate application is to
determine whether the proposed rates are “fair, just, and reasonable.”** While numerous
intervenors with significant experience in rate proceedings and collectively representing
a diverse range of customer interests have participated in this case, the Commission
cannot defer to the parties as to what constitutes fair, just, and reasonable rates. The
Commission must review the record, including the two stipulations, and apply its expertise

to make an independent decision as to the level of rates, including terms and conditions

- of service, that should be approved.

To satisty its statutory obligation in this case, the Commission has performed its
traditional ratemaking analysis, which consists of reviewing the reasonableness of each
revenue and expense adjustment proposed or justified by the record, along with a
determination of a fair ROE.

FIRST STIPULATION

Based upon its review of the First Stipulation, the attachments thereto, and the
case record. including intervenor testimony, the Commission finds that, with the
modifications discussed below, the First Stipulation is reasonable and in the public
interest. With those modifications, the Commission finds that the First Stipulation was the
product of arm’s-length negotiations among knowledgeable, capable parties and should
be approved. Such approval is based solely on the reasonableness of the modified First

Stipulation and does not constitute a precedent on any individual issue.

4 KRS 278.030(1).

-15- Case No. 2016-00371




Employee Retirement Plans

LG&E maintains a Defined Dollar Benefit Retirement Plan for those employees
hired prior to January 1, 2006 (“Pre 2006 DDB Plan”).** This plan was closed to new
participants and was replaced with a Retirement Income Account (“401(k) Plan”) for those
employees hired after January 1, 2006.“° All employees that were hired prior to January
1, 2006, are eligible to participate in both the Pre 2006 DDB Plan and the 401(k) Plan.?
LG&E contributes 100 percent of the Pre 2006 DDB Plan costs.”® LG&E also contributes
to the 401(k) Plan between 3 percent to 7 percent® of eligible employee compensation
and a $0.70 per dollar match for employee contributions up to 6 percent of the employee's
eligible contribution.>®

The Commission finds that, for ratemaking purposes, it is not reasonable to
include both LG&E Pre 2006 DDB Plan contributions and LG&E’s matching contributions
to the 401(k) Plan for the following employee categories: exempt, manager, non-exempt,
and officer and director personnel. The Commission chooses not to address similar

401(k) Plan company matching contributions for hourly and bargaining unit employees in

45 See LG&E's response to Commission Staff's Fourth Request for Information (“Staff’s Fourth
Request”), Item 6.

46 Refer to LG&E's response to Commission Staff's First Post-Hearing Request for Information
dated May 12, 2017, ltem 11. Although throughout this praceeding, LG&E made references to two separate
post-2016 retirement plans, the Retirement Income Account and the 401(k) Savings Plan, they are actually
the same plan.

47 |d.

48 Response to Staff's Fourth Request, ltem 6.

49 The percentage contribution rate depends on the employee's years of service as of January 1 of
that year.

50 Response to Staff's Fourth Request, ltem 6.
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this proceeding, as it is not within the Commission's authority to negotiate or modify
bargaining agreements. The Commission will not make a distinction between
represented and non-represented hourly groups at this time, but will instead provide an
opportunity for LG&E to address these excessive costs for both employee classes prior |
to its next base rate case as rate recovery of these contributions will be evaluated for
appropriateness as part of its next base rate case. Employees participating in the Pre
2006 DDB Plan enjoy generous retirement plan benefits, making the matching 401(k)
Plan amounts excessive for rate_méking purposes. Accordingly, the Commission denies
for recovery 401(k) Plan matching contributions in the amount of $1,246,499 before
gross-up for LG&E's electric operations and $407,808 before gross-up for LG&E’s gas
operations.

Return on Equity

In its application, LG&E developed its ROE using the discounted cash flow method
("DCF"), the capital asset pricing model (“CAPM"), the empirical capital asset pricing
model ("ECAPM”), the utility risk premium (“RP”), and the expected earnings approach.s
Based on thé results of the methods employed in its analysis, LG&E recommended an
ROE range for its electric operations of 9.63 percent to 10.83 percent, including ﬂotatiqn
cost.? LG&E recommended awarding the midpoint of this range, 10.23 perce‘nt-,A to
maintain financial integrity, support additional capital investment and recognize flotation

costs.®® Direct testimony regarding ROE was provided by the AG, DOD/FEA, KIUC, and

51 Direct Testimony of Adrien M. McKenzie, CFA (“McKenzie Direct Testimony”) at 2.
52 |d., Exhibit No. 2, page 1 of 1.

53 |d. at 5-6.
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Louisville Metro and was subject to discovery by the Commission Staff and all parties.*
Per paragraphs 2.2(B) and 3.2(B) of the First Stipulation, LG&E and the intervenors
agreed that a ROE of 9.75 percent is reasonable for LG&E’s electric and gas operations.>
The following table presents the recommended ROEs from LG&E and the intervenors

and the methods used to support each parties’ findings:

Party Recommendation Methods
LG&E 10.23% DCF, CAPM, ECAPM, RP
AG5S 8.75% (electric) 8.70% (gas)  DCF, CAPM
DOD% 9.35% DCF, CAPM, RP
KIUCS8 9.0% DCF, CAPM
Louisville Metro®® 8.75 % (electric) 8.70% (gas) DCF, CAPM
FIRST STIPULATION 9.75%

In the First Stipulation, all parties agreed that the revenue requirement increases
for LG&E's electric and gas operations will reflect a 9.75 percent ROE as applied to
LG&E's capitalization and capital structure of the proposed electric and gas revenue
requirement increases as modified through discovery. As a result, use of a 9.75 percent
ROE reduced LG&E’s proposed electric and gas revenue requirement increases by $10.1
million and $2.9 million, respectively.®® For the reasons discussed below, the Commission

finds a ROE of 9.75 percent to be unreasonable and higher than required by investors in

54 Walmart did not provide an ROE analysis, but pointed out that LG&E's proposed ROE was higher

" than natural trends and that average ROE awards of vertically integrated utilities in 2015 and 2016 was
9.76 percent.

55 First Stipulation, at 5 and 9.

56 AG Direct Testimony of Dr. J. Randall Woolridge, at 67.

57 DOD Direct Testimony of Christopher C. Walters, at 60.

58 KIUC Direct Testimony of Richard Baudino, at 28.

59 |_ouisville Metro Direct Testimony of J. Randall Woolridge, PhD, at 4.

80 First Stipulation at 5.
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today's economic climate, and that this provision of the First Stipulation should be
modified.

While the Commission does not rely on individual returns awarded in other states
in determining the appropriate ROE for Kentucky jurisdictional utilities, the Commission
does find it reasonable to expect that other state commissions, each with its own
attributes, evaluate expert witness testimony which uses the same or similar cost-of-
equity models as those presented by the parties participating in this rate proceeding!, and
reach conclusions based on the data provided in the records of individual cases. The
Regulatory.v Research Associates (“RRA") reports introduced into the record of this
proceeding® summarize the conclusions reached by state utility regulatory commissions,
including this Commission, with regard to reasonable ROEs and contain explanatory
reference points as to individual circumstances, all of which are available to investors. To
the extent that investors’ expectations are influenced by such publications, and we believe
they are, we also find it appropriate to use that information to put their expectations in
context. In fact, in LG&E's rebuttal testimony, LG&E agreed that allowed ROEs by other
state commissions provide a general gauge of reasonableness for the outcome of a cost-
of-equity analysis.*?

The Commission takes notes of the fact that average annual ROE awards by state
public service commissions for the last two years have ranged from 9.23 percent to 10.55

percent.® Furthermore, the average authorized ROEs reported by RRA for the fourth

61 See Rebuttal Testimony of Adrien M. McKenzie, CFA at 11.
&2 |d, at 10,

63 |d., Exhibit 12.
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quarter of 2016 was 9.6 percent.® Authorized ROE data reported to investors by The
Value Line Investment Survey for the specific firms in LG&E's proxy group indicates that
state-allowed ROEs for those utilities were in a range of reasonableness of 9.00 to 12.50
percent.®

In 2017, the economic environment has shown signs of relative improvement. In
response to increased economic growth and low unemployment, the Federal Reserve
increased interest rates in March and June 2017, and current outlooks, including
comments from government agencies, show that investors anticipate additional interest
rate increases.® LG&E's own model produces an ROE, less flotation costs and
adjustments, in the range of 9.5-10.7 percent.®” Even with the current uptick in economic
conditions, the economy remains in an era of historically low interest rates and slow
economic growth. Therefore, irrespective of the agreement by the parties that a 9.75
percent ROE is appropriate for LG&E, the Commission finds that a slightly lower ROE is
a better reflection of current economic conditions and investor expectations. Based on
the entire record developed in this proceeding, we find that LG&E's required ROE fal.ls
within é range of 9.20 percent to 10.20 percent, with a midpoint of 9.70 percent. An ROE
of 9.70 should be used for the purpose of base rate revenues and certain tariffs, as

discussed later in this Order.

8 I, at 13.
85 |d., Exhibit 13.
% [d., at 8.

5 McKenzie Direct Testimony, Exhibit No. 2.
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This reduction to the ROE from 9.75 percent to 9.70 percent reduces LG&E's net
operating income before income taxes by $641,522 for LG&E’s electric operations and
by $187,156 for its gas operations.

Revenue Requirement

As discussed above, the Commission finds the First Stipulation to be reasonable
only by eliminating LG&E's 401(k) Plan contributions for the following employee
categories: exempt, manager, non-exempt and officer and director personnel, and by
reducing the ROE from 9.75 perc‘ent to 9.70 percent. These modifications decrease the
stipulated revenue requirement for LG&E's electric operations from $59,400,000 to
$56,302,875, a decrease of $3,097,125. The stipulated revenue requirement for LG&E’s
gas operations are reduced from $7,500,000 to $6,524,016, a decrease of $975,984. The
impact the modifications have on LG&E's stipulated revenue requirements are shown in

the table below.

LG&E
Electric Gas

LG&E’s 401(k) Plan $ (1,246,499) $ (407,808)
ROE from 9.75% to 9.7% (641,522) (187,156)

Impact to Net Operating Income Before Taxes (1,888,021) (594,964)
Multiplied by: Gross up Factor 1.640408 1.640408
Revenue Requirement Impact (3,097,125) (975,984)
Increase per Stipulation 59,400,000 7,500,000
Net increase Granted by the Commission $ 56,302,875 $ 6,524,016
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Residential Basic Service Charge

The Commission believes an increase to the Residential Basic Service Charge is
warranted, and we find the level of the Year 2 charge to be reasonable. We further find
that the two-step increase to $11.50 in Year 1 and to $12.25 in Year 2 is unnecessary.
The total increase in the Residential Basic Service Charge of $1 .50 is @ modest increase
from the current level, and the Commission sees no reason to complicate the issue by
using a two-step method, which could generate confusion among LG&E's residential
customers. The First Stipulation is therefore modified with respect to the Residential
Basic Service Charge, and the Year 2 charge of $12.25 should be approved for service
rendered on and after July 1, 2017.

Optional Pilot Rates for Schools Subiject to KRS 160.325

At the formal hearing in this matter, the parties were requested to file post-hearing
briefs concerning the legality of the proposed school-related pilot rate tariffs, Rates SPS
and STOD, with respect to the applicability of KRS 278.035, and to indicate whether they
would object to the modification of the First Stipulation to include schools not covered by
KRS 160.325. Briefs submitted by KSBA, LG&E, and the AG acknowledged that the
inclusion of non-public schools in the pilot tariffs would avoid a possible violation of KRS
278.035. All parties to this proceeding submitted statements indicating that they had no
objection to modification of the First Stipulation to include non-public schools in the pilots.

The Commission finds that the First Stipulation should be modified to include
schools not covered by KRS 160.325. The inclusion of non-public schools would rectify
any potential conflict with KRS 278.035 and would remove any element of preferential

treatment of public schools that could be associated with the pilot tariffs. As previously
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stated, the pilot rate provisions will be available to new participants until the total projected
revenue reduction is $750,000 annually for LG&E, compared to the projected annual
revenues for the participating schools under the rates under which the schools would
otherwise be served. The Commission notes that the parties to this proceeding agreed
that the other ratepayers would assume the revenue shortfall resulting from the lower
rates set forth in the pilot school tariffs. Therefore, the Commission will place a Iifnit on
the amount of time the pilot tariffs will be in effect and finds that the pilot tariffs should be
effective for three years, or until LG&E files its next rate case, whichever is earlier. In the
event that new base rates are not in effect by July 1, 2020, schools participating in the
pilot tariffs should be returned to the tariffs under which they were formerly served. In
addition, the Commission finds that LG&E should create a regulatory liability to record the
difference between what the schools served under the pilot tariffs would have been billed
under the pilot tariffs subsequent to July 1, 2020, and the amounts they are billed under
the tariffs to which they are returned. The regulatory liability will be addressed in LG&E's
next base rate proceeding. We further find that, within 30 days of the date of this Order,
KSBA should file with the Commission the process by which KSBA will notify and select
those schools, both public and non-public, that would be eligible to participate in the pilot
tariffs.

With regard to the data gathered from the schools participating in the pilot tariffs,
the Commission finds that LG&E should file reports with the (.)ommission., beginning six
months from the date of this Order and every six months thereafter, which set out details
concerning monthly load information, individually and in the aggregate, and indicating

preliminary findings as conclusions regarding the schools' load characteristics are
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reached. In the event that a future proposal is made either to extend the pilot school
tarifts or to make them permanent, this load information will be used to determine whether
" the schools’ load characteristics justify a special rate classification.

Collaborative Study Regarding Electric Buses

Although this provision will be funded by shareholder contributions and the
Commission does not oppose it, this type of provision pertaining to an unrelated business
transaction should be negotiated separately between the individual parties and has no
bearing on LG&E's rates as found reasonable herein based on the record of this case. It
is therefore superfluous to this regulatory proceeding, contributes nothing to the
reasonableness of the First Stipulation, and should be omitted from future ratemaking
proceedings.

LED Lighting and Electric Bus Study Collaboratives

Pursuant to the provisions of the First Stipulation, LG&E commits to engage in
good faith with Louisville Metro, LFUCG, and any other interested parties to this
proceeding and the KU rate proceeding in a collaborative to discuss issues related to LED
lighting and electric bus infrastructure and rates. While the provisions limit participation
to only those parties to the instant rate proceeding and the KU rate proceeding, the
Commission finds that the collaboratives should also include the Kentucky Department of
Energy Development and Independence, whose mission includes creating efficient,
sustainable energy solutions and strategies.

Tariff Issues
Sheet No. 97 of LG&E's revised Electric tariff, which was filed with the First

Stipulation, the Application for Service section, first paragraph, contained revisions that
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were not made to the corresponding Application for Service section on Sheet No. 97 of
LG&E's Gas tariff. In response to a Commission Staff Request for Information, LG&E
had stated that, due to an oversight, it failed to propose the same changes to both tariffs.
The Commission finds that LG&E’s compliance tariffs that it is directed to file in ordering
paragraph 16 should include the same revisions to the Application for Service sections
for both its Electric and Gas tariffs.

LG&E proposed a change to its Gas Supply Clause (“GSC") adjustment on six
current rate schedules and one proposed rate schedule of its Gas tariff, to remove the
GSC rate from each of the rate schedules that would have to change on a quarterly basis
when the GSC is revised: LG&E stated that, should the Commission desire this
information and require it at the conclusion of this proceeding, it would comply.®8 With
respect to the continued inclusion of the GSC rate on its rate schedules, the Commission
finds that it is reasonable for LG&E's customers to be able to find the total delivered
commodity rate for sales gas on their respective tariff rate schedules, and that the
compliance Gas tariff that LG&E is directed to file in ordering paragraph 16 should include
no change to the location of the GSC rate on its gas sales rate schedules.

Gas Line Tracker Rate Calculation

Exhibit RMC-1 filed with the Stipulation Testimony of Robert Conroy is an Excel
spreadsheet that calculates updated GLT rates. The “ROR" tab includes a Return on
Equity component of 10 percent instead of the 9.75 percent included in the Settlement

Agreement. In response to a Post-Hearing Request for Information, LG&E provided a

% LG&E's Response to Commission Staff's Third Request for Information, Item 32. This statement
was reiterated by witness Robert Conroy at the May 9, 2017 hearing in this matter.
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revised sheet showing the impact of using the 9.75 percent ROE in the capital structure.
In light of the 9.70 percent ROE found reasonable herein, the Commission finds that the
GLT rates should be further revised as set out in Appendix B to this Order io reflect the
approved ROE. The Commission further finds that the 9.70 ROE should be used in
LG&E's future adjustment of its GLT rates until a new ROE is approved or until the
expiration of the GLT, whichever comes first.

SECOND STIPULATION

As mentioned previously, LG&E proposed certain changes to its pole attachment
tariff in its application. LG&E currently offers the use of spaces on its poles for cable
television attachments under Tariff CTAC, Cable Television Attachment Charges (“Tariff
CTAC"). LG&E proposed to rename Tariff CTAC to Tariff PSA, Pole and Structure
Attachment Charges (“Tariff PSA"), and to expand the tariff to include telecommunications
wireline and wireless facilities' attachments, which are not currently covered under Tariff
CTAC. LG&E also proposed to modify the rates, terms, and conditions of service for
attaching wireline and wireless facilities to its poles.

The Second Stipulation includes the modifications proposed in the application, but
also includes additional changes in the rates for pole space use and conditions of service

for the placement of an attachment on LG&E's poles. As originally proposed, the Tariff

PSA's rate schedule contained three charges: 1) an annual charge of $7.25 for each

wireline pole attachment; 2) an annual charge of $0.81 for each linear foot of duct; and 3)
an annual charge of $84.00 for each wireless facility attachment. AT&T and KCTA did
not object to the charge for wireline and duct attachments, but did object to the annual

charge for wireless facility attachments. LG&E estimated that wireless facilities occupy
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an average of 11.5 feet on its poles, and calculated the $84.00 wireless facility attachment
charge based on the use of 11.5 feet of pole space at $7.25% per foot of pole. AT&T and
KCTA did not challenge the $7.25 per foot factor in the calculation, but argued that
wireless facility attachments occupy far less pole space. The Second Stipulation provides
for a charge of $36.25, based upon a wireless facility attached to the top of a pole using
five feet of the pole — one foot for the antenna and four feet of clearance above the power
space to maintain a safe working distance between the electric facilities on the pole and
the pole top antenna. The Second Stipulation also provides for rates for wireless facilities
located mid-pole to be established on a case-by-case basis through special contracts.
This provision is based upon the lack of requests for mid-pole wireless facilities, which
resulted in a lack of evidence upon which to base a uniform rate for mid-pole wireless
facilities.

Another maodification is the requirement for a pole-loading study. As originally
proposed, Tariff PSA required that a pole-loading study be submitted with each
application as a safety and reliability measure. KCTA argued that requiring pole-loading
studies for every application provides no appreciable safety or reliability benefit to LG&E,
while unnecessarily increasing construction costs and preventing timely deployment of
wireless facilities. The Second Stipulation provides that an attachment applicant may
attach a pole-load study to the application or, in the alternative, assert that a pole’s
condition does not warrant the need for a pole-loading study. To confirm the assertion,

LG&E may perform a visual inspection of the pole to which the facility is proposed to be

69 The Commission approved the rate of $7.25 per foot in Case No. 2014-00371, Application of
Kentucky Utilities Company for an Adjustment of Its Electric and Rates (Ky. PSC June 30, 2015).

-27- Case No. 2016-00371




attached. If LG&E determines that a pole-loading study is needed, the attachment
applicant has the option of conducting the pole-loading study itself or requesting that
LG&E perform the study. The attachment applicant is responsible for the costs of any
visual inspection or pole-loading study that LG&E performs. LG&E contends that the
proposed revision to Tariff PSA does not sacrifice safety or system reliability.

The Commission finds that the proposed Tariff PSA with the modifications agreed
to in the Second Stipulation is reasonable and that the Second Stipulation should be
approved in its entirety.

OTHER ISSUES

Rate Adjustment

In setting the rates shown in Appendix B, the Commission maintained the basic
service charges for each class that were included in the First Stipulation, with the
exception that the Year 1 Residential Basic Service Charge was not approved as
previously discussed, and is therefore not included. The reduction in LG&E's stipulated
revenue increase as found reasonable herein was allocated solely to the electric energy
charges and gas volumetric charges of those customer classes for which revenue
increases were proposed in the First Stipulation. The reduction to each class's proposed
revenue increase was approximately in proportion to the increase set forth in the First
Stipulation.

Electric Vehicle Supply Equipment Calculation

In response to a Post-Hearing Request for Information, LG&E provided a revised
sheet showing the impact on the Electric Vehicle Supply Equipment ("EVSE"), Electric

Vehicle Charging Service (“EVC"), and Electric Vehicle Supply Equipment (*EVSE-R”")
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rates of using the 9.75 percent ROE in the capital structure. In light of the 9.70 percent
ROE found reasonable herein, the Commission finds that the EVSE rates should be
further revised to reflect the approved ROE. The Commission also finds that since the
EVSE, EVC, and EVSE-R rates are based, in part, on the General Service (“GS") energy
rate, the rates should be updated for the change in the GS energy rate approved with this
Order. The EVSE, EVC, and EVSE-R rates set out in Appendix B to this Order reflect
both revisions. |

Solar Capacity Charge and Solar Energy Credits

In response to a Post-Hearing Request for Information, LG&E provided a revised
sheet showing the impact on the Solar Capacity Charge and Solar Energy Credits of using
the 9.75 percent ROE in the capital structure and under each of the corrected cost-of-

[:E ,.) service studies filed by LG&E in this proceeding. In light of the 9.70 percent ROE found
reasonable herein, the Commission finds that the Solar Capacity Charge and Solar
Energy Credits should be further revised to reflect the approved ROE. The Commission
also finds that the Solar Energy Credits should be revised for Rate Schedules RS, VFD,
RTOD-E, RTOD-D, and GS using the average of the amounts provided in response to
the post-hearing information request,” but revised for the change in ROE and using the
energy rates approved herein for Rate Schedules PS, TODS, and TODP. The rates set

out in Appendix B to this Order reflect the revisions.

Q 70 Response to Commission Staff's First Post-Hearing Request for Information dated May 12, 2017,
ltem 6, Attachment LG&E-6-1 and Attachment LG&E-6-2.
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Demand-Side Management (“DSM")

In response to a Commission Staff Information Request, LG&E stated that upon
the implerhentation of new base rates, the DSM Revenue from Lost Sales component of
its DSM cost-recovery mechanism would change to zero.”* The Commission finds that
LG&E compliance tariff that it is directed to file in ordering paragraph 16 should reflect
this revision to its DSM cost-recovery mechanism. |

Transmission System Improvement Plan

LG&E is currently implementing a Transmission System Improvement Plan
(“Transmission Plan”) aimed at reducing outage occurrence and duration and improving
overall reliability of service to its customers.”? LG&E states that the Transmission Plan
contains two primary categories of investment: system integrity and reliability.”® System
integrity involves replacement of aging transmission assets to enhance reliability.”* The
reliability component involves several maintenance programs and capital investment in
line sectionalization.”® LG&E will spend approximately $28 million between the end of
the last base-rate-case test period and the end of the forecasted test period (July 1, 2016

—June 30, 2018) onits Transmission Plan.”® This spending is part of a total of $511 million

T LG&E's response to Commission Staff's Second Request for Information, Item 11.
72 Direct Testimony of Paul W. Thompson (“Thompson Testimony”) at 25.

73 Id. at 26.

7 d.

s d.

76 |d. at 27.
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in transmission capital investments that LG&E and KU project to spend over the five-year
period beginning 2017.77

In light of the significant investments that LG&E intends to make pursuant to the
Transmission Plan, the Commission will require LG&E to file annual reports, over the five-
year Transmission Plan period, detailing the progress on the spend out for the reporting
period, the criteria utilized by LG&E to prioritize the various transmission projects, the
impact on reliability or 6ther benefits to LG&E's customers resulting from such
investments, and outlining the expenditures fér the following year.

Bullitt County Pipeline CPCN

LG&E included in its application information concerning its plans to construct a
new natural gas pipeline in Bullitt County. The new 12-inch pipeline is to be approximately
10-12 miles long and is intended to improve reliability by mitigating the exposure of
approximately 9,500 customers to a loss of gas supply from a current one-way feed.
Additionally, the new pipeline is intended to allow LG&E to serve growth in Bullitt County
by providing additional gas supply to existing gas infrastructure in those areas. LG&E
plans to commence this project in 2017, with a targeted completion in early 2019. LG&E
states that preliminary cost estimates for the p‘roject total approximately $27.6 million.

LG&E did not request a CPCN for the project, stating that it considers it to be an
ordinary extension of its existing gas system in the usual course of business, and that a
CPCN _iherefore is not réquired under KRS 278.020(1) or 807 KAR 5:001 Section 15. In
its post-hearing brief, LG&E reiterated its position that the construction gqualifies as an

ordinary extension of its system in the usual course of business and requested that the

7 [d., 26-27.
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Commission determine that no CPCN is required. In the alternative, LG&E pointed out
that it had-provided all the information necessary to support the award of a CPCN, and
requested that the Commission grant it the CPCN authority to carry out the construction
of the Bullitt County pipeline.” Due to the size of the project, and the fact that Duke
Energy Kentucky, Inc. requested and was granted a CPCN by the Commission for similar
construction in Case No. 2016-00168,”° the Commission finds that the construction
should be the subject of a CPCN finding.

LEGAL STANDARD

KRS 278.020(1) provides, in relevant part, that:

No person, partnership, public or private corporation, or
combination thereof shall commence providing utility service
to or for the public or begin the construction of any plant,
equipment, property, or facility for furnishing to the public any
services enumerated in KRS 278.010 . . . and ordinary
extensions of existing systems in the usual course of
business, until that person has obtained from the Public
Service Commission a certificate that public convenience and
necessity require the service or construction.

807 KAR 5:001, Section 15(2), provides in part:

New construction or extension. Upon application for a
certificate that the present or future public convenience or
necessity requires, or will require, the construction or
extension of any plant, equipment, property, or facility, the
applicant, in addition to complying with Section 14 of this
administrative regulation, shall submit with its application:

8 LG&E May 31, 2017 Post Hearing Brief at 37.
3 Case No. 2016-00168, Application of Duke Energy Kentucky, Inc. for a Certificate of Public

Convenience and Necessity Authorizing the Construction of a Gas Pipeline from Waiton, Kentucky to Big
Bone, Kentucky (Ky. PSC Nov. 28, 2016).
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(a) The facts relied upon to show that the proposed
construction or extension is or will be required by public
convenience or necessity.

To obtain a CPCN, the utility must demonstrate a need for such facilities and an

absence of wasteful duplication 8

“Need” requires:

[a] showing of a substantial inadequacy of existing service
involving a consumer market sufficiently large to make it
economically feasible for the new system or facility to be
constructed and operated.

The inadequacy must be due either to a substantial deficiency
of service facilities, beyond what could be supplied by normal
improvements in the ordinary course of business; or to
indifference, poor management or disregard of the rights of
consumers, persisting over such a period of time as to

establish an inability or unwillingness to render adequate
service.?!

“Wasteful duplication” is defined as “an excess of capacity over need” and “an
excessive investment in relation to productivity or efficiency, and an unnecessary
multiplicity of physical properties.”® To demonstrate that a proposed facility does not
result in wasteful duplication, we have held that the applicant must demonstrate that a

thorough review of all alternatives has been performed.B3 Selection of a proposal that

80 Kentucky Utilities Co. v. Pub. Serv. Comm'n, 252 S.W.2d 885 (Ky. 1952).
81 Id. at 890.

82 [d.

@ 8 Case No. 2005-00142, Joint Application of Louisville Gas and Electric Company and Kentucky
Utilities Company for a. Certificate of Public Convenience and Necessity for the Construction of
Transmission Facilities in Jefferson, Bullitt, Meade, and Hardin Counties, Kentucky (Ky. PSC-Sept. 8, 2005).
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ultimately costs more than an alternative does not necessarily result in wasteful
duplication.8

In reviewing the record, the Commission finds that LG&E’s construction of the
Bullitt County pipeline would not be a wasteful duplication of any existing facilities and is
necessary in order for LG&E to accommodate current and expected system requirements
for safe and reliable natural gas service. Based upon the record as developed through
discovery and being otherwise sufficiently advised, the Commission finds that a CPCN
for construction of the pipeline should be approved, and that, no later than 90 days after
the completion of the project, LG&E should file with the Commission a statement of the
actual costs of the construction. Prior to incurring any long-term financing related to this
project, pursuant to KRS 278.300, LG&E is required to seek Commission approval.
LG&E Tariffs

Commission regulation 807 KAR 5:011, Section 4(1), requires each utility to
include an accurate index of the city, town, village, or district in which its rates are
applicable. The first page of LG&E's electric tariffs reference its service as being available
“liln the nine counties of the Louisville, Kentucky metropolitan area as depicted on
territorial maps as filed with the Public service Commission of Kentucky.” The first page
of LG&E's gas tariffs reference its service being available “[ijn the seventeen counties of
the Louisville, Kentucky metropolitan area as depicted on territorial maps as filed with the

Public service Commission of Kentucky." Since those maps are not readily available to

84 See Kentucky Utilities Co. v. Pub. Serv. Comm'n, 380 S.W.2d, 175 (Ky. 1965). See also Case
No. 2005-00089, Application of East Kentucky Power Cooperative, Inc. for a Certificate of Public
Convenience and Necessity to Construct a 138 kV Transmission Line in Rowan County, Kentucky (Ky.
PSC Aug. 19, 2005).
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members of the public, LG&E should revise its tariffs to include a list of the communities
in which it serves.

IT IS THEREFORE ORDERED that:

1. The rates and charges proposed by LG&E are denied.

2. LG&E's motions for leave to file the First and Second Stipulations are
granted.

3. The First and Second Stipulations, attached hereto as Appendix A, (without
exhibits) are approved with the modifications discussed herein.

4. The rates and charges in Appendix B, attached hereto, are fair, just, and
reasonable for LG&E to charge for service rendered on and after July 1, 2017.

5. LG&E is granted a CPCN to implement the DA project as described in the
application.

6. Within 30 days of the date of this Order, KSBA shall file with the Commission
the process by which it will notify and select those schodls that are eligible to participate
in the pilot tariffs approved herein.

7. LG&E shall file reports with the Commission as directed herein which set
out details concerning the pilot school tariffs study.

8. Beginning June 1, 2018, and continuing over the five-year Transmission
Plan period, LG&E shall file an annual Transmission Plan report as discussed herein.

9. LG&E is granted a CPCN for the construction of the Bullitt County natural
gas pipeline as described in the application and further described in response to

discovery.

-35- Case No. 2016-00371



10. LG&E shall provide copies of any permits related to the Bullitt County

pipeline within ten days of obtaining each permit or approval.

11.  LG&E shall, no later than 90 days after the completion of the Bullitt County
pipeline, file with the Commission a statement of the actual costs of the construction.

12. LG&E shall file a copy of the “as-built” drawings and a certified statement
from the engineer that the Bullitt County pipeline construction has been satisfactorily
completed in accordance with the plans and specifications within 60 days of substantial
completion of the construction certified herein.

13.  LG&E shall require the Bullitt County pipeline construction to be inspected
under the general supervision of a professional engineer licensed to practice in the

Commonwealth of Kentucky in civil or mechanical engineering to ensure that the

>
J

construction work is done in accordance with the drawings and specifications and in L
conformity with the best practices of the construction trades involved in the project.
14.  LG&E shall notify the Commission one week prior to the actual start of the
Bullitt County pipeline construction and at the 50 percent completion point.
15.  LG&E shall not incur any long-term indebtedness associated with the Bullitt
County pipeline without applying to the Commission for approval pursuant to KRS
278.300.
16.  Within 20 days of the date of this Order, LG&E shall file with the
Commission, using the Commission's electronic Tariff Filing System, its revised tariffs,
including an index of communities served, as set forth in this Order reflecting that they

were approved pursuant to this Order.
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@ 17.  Any document filed pursuant to ordering paragraphs 6, 7, 8, 10, 11, 12, and
14 of this Order shall reference the number of this case and shall be retained in the utility’s
general correspondence file.

18.  The Executive Director is delegated authority to grant reasonable extension
of time for the filing of any documents required by ordering paragraphs 6, 7, 8, 10, 11, 12,
and 14,01: this Order upon LG&E's showing of good cause for such extension.

By the Commission

ENTERED

JUN 22 2017

KENTUCKY PUBLIC
SERVICE COMMISSION

ATTEST:

Q Executive Director

Case No. 2016-00371
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STIPULATION AND RECOMMENDATION

This Stipulation and Recommendation (“Stipulation”) is entered into this 19th day of
April 2017 by and between Kentucky Utilities Company (“KU”) and Louisville Gas and Electric
Company (“LG&E”) (collectively, “the Utilities”); Association of Community Ministries, Inc.
(“AéM”); Attomey. General of tﬁé;()’émmonweéltrh of KentuCKy, by and through the Office of
Rate Iﬁtervention (“AG”); Community Action Council for Lexington-Fayette, Bourbon, Harrison
and Nfcholas Counties, Inc. (“CAC”); United States Department of Defense and All Other
Federal Executive Agencies (“DoD”); Kentucky Industrial Utility Customers, Inc. (“KIUC™);
Keﬁtucky League of Cities (“KLC”); The Kroger Company (“Kroger’); Kentucky School
| Boardé Association (“KSBA"); Lexington-Fayette Urban County Govemment (“LFUCG™),
Louisville/Jefferson County Metro Government (“Louisville Metro™); Metropolitan Housing
Coalition (“MHC”); Sierra Club, Alice Howell, Carl Vogel and Amy Waters (collectively
“Sierra Club™); JBS Swift & Co. (“Swift”); and Wal-Mart Stores East, LP and Sam’s East, Inc.
(collectively “Wal-Mart”). (Collectively, the Utilities, ACM, AG, CAC, DoD, KIUC, KLC,
Krog'er,j KSBA, LFUCG, Louisville Metro, MHC, Sierra Club, Swift ﬁnd Wal-Mart are the
“Parties.”)

WITNESSETH:
WHEREAS, on November 23, 2016, KU filed with the Kentucky Public Service

Commission (“Commission”) its Application for Authority to Adjust Electric Rates and For

Certificates of Public Convenience and Necessity, In the Matter of: An Application of Kentucky

Utilities Company for an Adiustment of Its Electric Rates and For Certificates of Public
Convenience and Necessity, and the Commission has established Case No. 2016-00370 to review

KU’s base rate application, in which KU requested a revenue increase of $103.1 million;




WHEREAS, on November 23, 2016, LG&E filed with the Commission its Application
for Authority to Adjust Electric and Gas Rates and For Certificates of Public Convenience and

Necessity, In the Matter of: An Application of Louisville Gas and Electric Company for an

Adjustment of Its Electric and Gas Rates and For Certificates of Public Convenience and

Necessity, and the Commission has established Case No. 2016-00371 to review LG&E’s base
rate application, in which LG&E requested a revenue increase for its electric operations of $93.6
million and a .revenue increase of $13.8 million for its gas operations (Case Nos. 2016-00370 and
2016-00371 are hereafter collectively referenced as the “Rate Proceedings™);

WHEREAS, on February 20, 2017, LG&E filed with the Commission in Case No. 2016-
00371 a Supplemental Response to Commission Staff’s First Request for Information No. 54 in
which LG&E corrected its requested revenue increases for its electric operations to be $94.1
million and for its gas operations to be $13.4 million;

WHEREAS, the Commission has granted full intervention in Case No. 2016-00370 to
the AG, BellSouth Telecommunications, LLC d/b/a AT&T Kentucky (“AT&T”), CAC,
Kentucky Cable Telecommunications Association (“KCTA”), KIUC, KLC, Kroger, KSBA,
LFUCG, Sierra Club, and Wal-Mart;

WHEREAS, the Commission has granted full intervention in Case No. 2016-00371 to
ACM, AG, AT&T, DoD, KCTA, KIUC, Kroger, KSBA, Louisville Metro, MHC, Sierra Club,
Swift and Wal-Mart;

WHEREAS, a prehearing informal conference for the purpose of discussing settlement
and the text of this Stipulation, attended by representatives of the Parties and the Commission
Staff, took place on April 12, 13, and 17, 2017, at the offices of the Commission, which

representatives of AT&T and KCTA also attended on April 12 and 13, and which representatives
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of KCTA also attended on April 17, and during which a number of procedural and substantive
issues were discussed, including potential settlement of all issues pending before the
Commission in the Rate Proceedings;

WHEREAS, the Parties hereto unanimously desire to settle all the issues pending before
the Commission in the Rate Proceedings, notwithstanding that neither AT&T 'nor KCTA has
agreed with, or entered into, this Stipulation, and therefore neither AT&T nor KCTA is one of
the Parties as defined herein;

WHEREAS, it is understood by all Parties hereto that this Stipulation is subject to the
approval of the Commission, insofar as it constitutes an agreement by the Parties for settlement,
and, absent express agreement stated herein, does not represent agreement ori any specific claim,
methodology, or theqry supporting the appropriateness of any proposed or recommended
adjustments to the Utilities’ rates, terms, or conditions;

WHEREAS, the Parties have spent many hours over several days to reach the
stipulations and agreements which form the basis of this Stipulation;

WHEREAS, all of the Parties, who represent diverse interests and divergent viewpoints,
agree that this Stipulation, viewed in its entirety, is a fair, just; and reasonable resolution of all
the issues in the Rate Proceedings; and

WHEREAS, the Parties believe sufficient and adequate data and information in the
record of these proceedings support this Stipulation, and further believe the Commission should
approve it;

NOW, THEREFORE, for and in consideration of the promises and conditions set forth

herein, the Parties hereby stipulate and agree as follows:




ARTICLE 1. ADVANCED METERING SYSTEMS

1.1. Withdrawing Request for Certificates of Public Convenience and Necessity
and Cost Recovery for Advanced Metering Systems. The Utilities agree to withdraw their
requests for the Commission to grant certificates of public convenience and necessity (“CPCNs”)
and to approve cost recovery in these base rate proceedings for the Ultilities’ proposed full
deployment of Advanced Metering Systems (“AMS”). The Parties agree that the Utilities’
withdrawal of their requests for CPCNs and cost recovery for AMS in these proceedings does
not preclude the Utilities from having full AMS deployment considered in future proceedings.

1.2. AMS Collaborative. The Parties agree that the Utilities and all iﬂterested Parties
will participate in an AMS Collaborative to discuss the Parties’ concerns about AMS and to seek
to address them. The AMS Collaborative will begin at a mutually agreeable time after these
proceedings conclude and will include only those Parties to these proceedings interested in
participating in the collaborative. The Parties agree to engage in the collaborative in good faith

not to exceed 15 months from the date the Commission issues orders in these proceedings.

ARTICLE II. ELECTRIC REVENUE REOUIREMENTS
2.1.  Utilities’ Electric Revenue Requirements. The Parties stipulate that the

following increases in annual revenues for LG&E electric operations and for KU operations, for
purposes of determining the rates of LG&E and KU in the Rate Proceedings, are fair, just and
reasonable for the Parties and for all electric customers of LG&E and KU:

LG&E Electric Operations: $59,400,000.

KU Operations: $54,900,000.
The Parties agree that any increase in annual revenues for LG&E electric operations and for KU

operations should be effective for service rendered on and after July 1, 2017.
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2.2. Items Reflected in Stipulated Electric Revenue Requirement Increases. The
Parties agree that the stipulated electric revenue requirement increases were calculated by
beginning with the Utilities’ electric revenue requirement increases as presented and supported
by the Utilities in their applications in these proceedings and as revised through discovery
($103.1 million for KU; $94.1 million for LG&E electric) and adjusting them by the following
items, which the Parties ask and recommend the Commission accept as reasonable without
modiﬁc‘;ition:

(A) Removal of AMS Cost Recovery. Because the Utilities are withdrawing
their request for CPCNs and cost recovery: for their proposed full deployment of AMS, recovery
of AMS costs is being removed from the Utilities’ electﬁc revenue requirements. This reduces
KU’s proposed electric revenue requirement increase by $6.3 million, consisting of $3.2 million
of operations and maintenance (“O&M”) cost and $3.1 million of carrying cost and depreciation
expense. Similarly, this reduces LG&E’s proposed electric revenue requirement increase by
$5.2 million, consisting of $3.0 million of O&M cost and $2.2 million of carrying cost and
' depreciation expense.

(B)  Return on Equity. The Parties agree that a return on equity of 9.75% is
reasonable for the Utilities’ electric operations, and the agreed stipulated revenue requirement
increases for the Utilities’ electric operations reflect that réturn on equity as applied to the
Utilities’ capitalizations and capital structures underlying their originally proposed electric
revenue requirement increases as modified through discovery. Use of a 9.75% retutn on equity
reduces the Utilities’ proposed electric revenue requirément increases by $15.3 million for KU

and $10.1 million for LG&E.




(C) Revised Depreciation Rates. The stipulated revenue requirement
increases reflect the revised depreciation rates shown in Stipulation Exhibits 1 (KU) and 2
(LG&E electric), which reduce the Utilities’ proposed electric revenue requirement increases by
$14.7 million for KU and $10.1 million for LG&E. In addition to contributing to reducing the
Utilities’ proposed electric revenue requirement increases in these proceedings, these revised
depreciation rates v»;ill reduce environmental cost recovery (“ECR”) revenue requirements by
$19.1 million for KU and $16.8 million for LG&E relative to the Utilities” proposed depreciation
rates as will be included in the ECR mechanism filings beginning with the July 2017 expense
month.

(D) KU Revenues Resulting from the Refined Coal Project at the Ghent
Generating Station. The stipulated revenue requirement increase for KU reflects a $9.1 million
revenue-requirement reduction related to KU’s contract proceeds resulting from KU’s Refined
Coal project at the Ghent Generating Station. KU discussed this issue at an Informal Conference
held at the Commission on March 14, 2017, in the context of Case No. 2015-00264.

(E) Updated Five-Year Average for Uncollectible Debt Expense. The
stipulated electric revenue requirement increases reflect the use of a five-year average (calendar
years 2012-2016) for uncollectible debt expense, which is an update to the five-year average
(2011-2015) that was available at the time the Utilities filed their applications in these
proceedings. This approach reduces the Utilities’ proposed electric revenue requirement
increases by $0.5 million for KU and $0.3 million for LG&E.

(F)  Eight-Year Average for Generator Outage Expenses; Related Use of
Regulatory Accounting. The Parties agree to use an eight-year average of generator outage

expenses in the Utilities’ stipulated electric revenue requirement increases, where the average is




of four historical years’ expenses (2013-2016) and four years’ forecasted expenses (2017-2020).
This approach reduces the Utilities’ proposed electric revenue requirement increases by $1.6
million for KU and $8.5 million for LG&E. Relatedly, the Parties agree to, and ask the
Commission to approve, the Utilities’ use of regulatory asset and liability accounting related to
generator outage expenses that are greater or less than the eight-year average of the Utilities’
generator outage expenses. This regulatory accounting will ensure the Utilities may collect, or
will have to return to customers, through future base rates any amounts that are above or below
the eight-year average embedded in the stipulated electric revenue requirement increases in these
proceedings.

Q) Adjusﬁnent Related to Construction Work in Progress Capital. The
Parties agree to adjust the Utilities’ proposed electric revenue requirement increases to reflect
differencés (“slippage”) between past projected and historical capital amounts for construction
work in progress (“CWIP”). This adjustment reduces the Utilities’ propé‘Sed electric revenue

requirement increases by $0.7 million for KU and $0.4 million for LG&E.

(This space intentionally left blank.)




2.3. Summary Calculation of Electric Revenue Requirement Increases. The table

below shows the calculation of the stipulated electric revenue requirement increases:

Item KU LG&E

Proposed electric revenue
requirement increases $103.1 million $94.1 million
RexuGya. AV (86.3 million) (5.2 million)

= Y
o ot R iy ($15.3 million) ($10.1 million)
Revised depreciation rates ($14.7 million) ($10.1 million)
KU Refined Coal revenues ($9.1 million) e
5-year average uncollectible
expense ($0.5 million) ($0.3 million)
8-year average generator
outage expense ($1.6 million) ($8.5 million)
W capoial shpprpe ($0.7 million) ($0.4 million)
Stipulated electric revenue
Tequirement increases $54.9 million $59.4 million'

ARTICLE III. GAS REVENUE REQUIREMENT
3.1. LG&E Gas Revenue Requirement. The Parties stipulate and agree that,

effective for service rendered on and after July 1, 2017, an increase in annual revenues for
LG&E gas operations of $7,500,000, for purposes of determining the rates of LG&E gas
operations in the Rate Proceedings, is fair, just and reasonable for the Parties and for all gas

customers of LG&E.

! Stipulated LG&E electric revenue requirement increase differs from proposed revenue requirement increase less
adjustments shown due to rounding.
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3.2, Items Reflected in Stipnlated Gas Revenue Requirement Increase. The
Parties agree that the stipulated gas revenue requirement was calculated by beginning with
LG&E’s gas revenue requirement increase as presented and supported by LG;&E in its
application in Case No. 2016-00371 and as revised through discovery ($13.4 million) and
adjusting the proposed gas revenue requirement increase by the following items, which the
Parties ask and recommend the Commission accept as reasonable without modification:

(A) Removal of AMS Cost Recovery. Because the Utilities are withdrawing
their request for CPCNs and cost recovery for their proposed full deployment of AMS, recovery
of AMS costs is being removed from LG&E'’s gas revenue requirement. This reduces LG&E’s
proposed gas revenue requirement increase by 50.7 mﬂlion, consisting solely of carrying cost
and depréciation expense.

(B)  Return on Equity. The Parties agree that a return on equity of 9.75% is
reasonable for LG&E’s gas operations, and the agreed stipulated revenue requirement increase
for LG&E'’s gas operations reflect that return on equity as applied to LG&E’s gas capitalization
and capital structure underlying its originally proposed gas revenue reqﬁirement increase as
modified through discovery. Use of a 9.75% return on equity reduces LG&E'’s proposed gas
révenue requirement increase by $2.9 million.

(C) Depreciation Rates. The stipulated gas revenue requirement increase
reflects the depreciation rates shown in Stipulation Exhibit 3, which reduce LG&E’s proposed
gas revenue requirement increase by $2.1 million.

(D) Updated Five-Year Average for Uncollectible Debt Expense. The

stipulated gas revenue requirements increase reflects the use of a five-year average (calendar

years 2012-2016) for uncollectible debt expense, which is an update to the five-year average




(2011-2015) that was available at the time LG&E filed its application in Case No. 2016-00371.
This approach reduces LG&E’s proposed gas revenue requirement increase by $0.1 million.
3.3. Summary Calculation of Gas Revenue Requirement Increase. The table

below shows the calculation of the stipulated gas revenue requirement increase:

Item LG&E Gas
Proposed gas revenue
requirement increase $13.4 million
Remove AMS ($0.7 million)
9.75% return on equity ($2.9 million)

Revised depreciation rates ($2.1 million)

5-year average uncollectible
expense (30.1 million)

Stipulated gas revenue
requirement increase $7.5 million®

ARTICLEIV. REVENUE ALLOCATION AND RATE DESIGN

4.1. Revenue All(l)cation. The Parties hereto agree that the allocations of the
increases in annual revenues for KU and LG&E electric operations, and that the allocation of the
increase in annual revenue for LG&E gas operations, as set forth on the allocation schedules
designated Stipulation Exhibit 4 (KU), Stipulation Exhibit 5 (LG&E electric), and Stipulation
Exhibit 6 (LG&E gas) attached hereto, are fair, just, and reasonable for the Parties and for all
customers of LG&E and KU. -

4.2.  Tariff Sheets, The Parties hereto agree that, effective July 1, 2017, the Utilities

shall implement the electric and gas rates set forth on the tariff sheets in Stipulation Exhibit 7

? Stipulated gas revenue requirement increase differs from proposed revenue requirement increase less adjustments
shown due to rounding,
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(KU, Stipulation Exhibit 8 (LG&E electric), and Stipulation Exhibit 9 (LG&E gas) attached
hereto, which rates the Parties unanimously stipulate are fair, just, and reasonable, and should be
approved by the Commission.

4.3. Basic Service Charges. The Parties agree that the following monthly basic

service charge amounts shall be implemented on the schedule shown:

Rates Effective . Effective
July 1, 2017 July 1,2018
'LG&E and KU Rates RS, VFD, RTOD-Energy, and Ry
RTOD-Demand ’ $11.50 $12.25
LG&E Rates RGS and VFD $16.35 $16.35

All other basic service charges shall be the amounts reflected in the proposed tariff sheets
attached hereto in Stipulation Exhibits 7 (KU), 8 (LG&E electric), and 9 (LG&E gas).
4.4. Curtailable Service Riders. Concerning the Utilities’ Curtailable Service Riders
(““CSR"), the Parties agree that CSR customers may choose between Options A and B as follows:
(A) Option A: The Utilities’ proposed CSR credits and tariff provisions as
filed in these proceedings.
(B) Option B: The Utilities’ existing CSR tariff provisions with the
modifications below:

) CSR credits for both Utilities of $6.00 per kVA-month (primary)
and $5.90 per kVA-month (transmission).

(i) A Utility may request physical curfailment when more than 10 of
the Utilities’ primary combustion turbines (CTs) (those with a capacity greater than 100 MW)
are being ;_iispatéhed, irrespective of whether the. Utilities are making off-system sales. However,
to avoid Ia physical curtailment a CSR customer may buy through a requested curtailment at the

Automatic Buy-Through Price. If all available units have been dispatched or are being

11




dispatched, the Utilities may request a physical curtailment of the CSR customer without a buy-
through option.

(iii) A Utility may request physical curtailment of a CSR customer no
more than 20 times per calendar year totaling no more than 100 hours. Any buy-through of a
physical curtailment request will not count toward the 100-hour limit or 20-curtailment-request
limit, but will count toward the 275 hours of economic curtailments.

(iv)  After receiving a physical curtailment request from the Utility
where a buy-through option is available, a CSR customer will have 10 minutes to inform the
Utility whether the customer elects to buy through or physically curtail. If the customer elects to
physically curtail, the customer will have 30 minutes to carry out the required physical
curtailment (i.e., a total of 40 minutes from the time the Utility requests curtailment to the time
the customer must implement the curtailment). If a customer does not respond within 10 minutes
of notice of a curtéilment request from the Utility, the customer will be assumed to have elected
to buy through the requested curtailment, subject to any prior written agreement with the
customer.

(v)  Afier receiving a physical curtailment request from the Utility
when no buy-through option is available, a CSR customer will have 40 minutes to carry out the
required physical curtailment.

(C)  The Utilities will initially assign all existing CSR customers to Option B
as described above. Following the initial assignment, a CSR customer may elect Option A at any
time, which election will take effect beginning with the customer’s first full billing cycle

following the election. After a CSR makes its first election or any subsequent election, the
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customer must take service under the chosen option for at least 24 full billing cycles before a
new election can become effective.

(D) LG&E will permit any customer interested in participating in CSR to give
notice of interest by July 1, 2017; after that date, only those customers already participating in
LG&E’s CSR may continue their participation at their then-current levels. Customers that have
given noﬁce of interest on or before July 1, 2017, may elect to begin participating in CSR no
later than January 1, 2019. LG&E'’s existing capacity caﬁ will continue to apply, and all
available CSR capacity will be available for participation on a first come, first served basis to
those giving notice of interest by July 1, 2017.

() KU’sCSR .will be closed to new or increased participation as of July 1,
2017.

These proposed tariff changes are shown in Stipulation Exhibits 7 (KU) and 8 (LG&E
electric) attached hereto.

4.5. Five-Year Limit to Gas Line Tracker Recovery for Transmission
Modernization and Steel Service Line Replacement Programs. The Parties agree that LG&E
will recover costs related to its proposed Transmission» Modernization and Steel Service Line
Replacement Programs through its Gas Line Tracker (“GLT") cost-recovery mechanism for five
years ending June 30, 2022. Absent further action by the Commission concerning recovery of
these programs’ costs by June 30, 2022, any remaining costs for such programs will be reco*;ter,ed
through base rates via a base-rate roll-in effective for service rendered on and after July 1, 2022.
These proposed tariff changes are shown in Stipulation Exhibit 9 attached hereto. This provision
does not preclude LG&E from seeking Commission approval to recover other appropriate costs

through the GLT mechanism.
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4.6. Revisions to Proposed Substitute Gas Sales Service (Rate SGSS). The Parties
agree that LG&E will revise its proposed Rate SGSS such that monthly billing demand will be
based on greatest of (1) Maximum Daily Quantity (“MDQ"), (2) current month’s highest daily
volume of gas delivered, or (3) 70 percent of the highest daily volume of gas délivered during the
previous 11 monthly billing periods. Also, LG&E will revise the provision of Rate SGSS
concerning setting the MDQ such that the MDQ for any customer taking service under Rate
SGSS when it first becomes effective will be 70% of the highest daily volume projected by
L.G&E for the customer in the forecasted test year used by LG&E in Case No. 2016-00371. For
all other customers that later begin taking service under Rate SGSS, the customer and LG&E
may mutually agree to establish the level of the MDQ; provided, however, that in the event that
the customer and LG&E cannot agree upon the MDQ, then the level of the MDQ will be equal to
70% of the highest daily volume used by the customer during the 12 months prior to the date the
customer began receiving natural gas from another supplier with which the customer is
physically connected; in the event that such daily gas usage is not available, then the MDQ will
be equal to 70% of the customer’s average daily use for the highest month’s gas use in the 12
months prior to the date the customer began receiving natural gas from another supplier with
which the customer is physically connected. In no case will the MDQ be greater than 5,000
Mecf/day. These proposed tariff changes are shown in Stipulation Exhibit 9 attached hereto.

4.7. Sports Field Lighting Pilot Tariff Provisions. The Parties agree that the
Utilities will add to their electric tariffs a voluntary sports field lighting rate schedule, Pilot Rate
OSL — Outdoor Sports Lighting Service, on a limited-participation pilot basis (limited to 20 pilot
participants per Utility). The pilot rate uses a time-of-day rate structure. The purpose of the

pilot is to determine if sports fields have sufficiently different service characteristics to support
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permanent sports field tariff offerings. The proposed tariff provisions are included in the
proposed tariff sheets attached hereto as Stipulation Exhibits 7 (KU) and 8 (LG&E electric).

4.8. Agreement Not to Split Residential and General Service Electric Energy
Charges in Tariffs. The Parties agreé that the Utilities will not split their residential and general
service electric energy charges into Infrastructure and Variable components as the Utilities had
proposed in their applications in these proceedings. The proposed tariff revisions are included in
the proposed tariff: sheets attached hereto as Stipulation Exhibits 7 (KU) and 8 (LG&E electric).

49. Agreement to File a Study Regarding 100% Base Demand Ratchets for Rate
TODS. The Utilities will file in their next base-rate. proceedings a study concerning the impacts
of 100% base demand ratchets for Rate TODS.

4.10. Rate TODP 60-Minute Exemption from éetﬁng Billing Démand Following
Utility System Fault. For customers with their own generation, for 60 minutes immediately
following a Utility-system fault, but not a Utility energy spike' or a fault on é customer;s system,
the Utilities will not use any demand data for a Rate TODP customer to set billing demand. This
60-minute exemption from setting billing demand permits customers who have significant onsite
generation (i.e., | MW or more) that comes offline due to a Utility-system fault to reset and bring
back online their own generation before the Utilities will measure demand to be used for billing
purposes. The proposed tariff revisions are included in the proposed tariff sheets attached hereto
as Stipulation Exhibits 7 (KU) and 8 (LG&E electric).

'4.11. Optional Pilot Rates for Schools Subject to KRS 160.325. The Parties agree
that the Utilities will add to their electric tariffs optional pilot tariff provisions for schools subject
to KRS 160.325. The pilot rates will not be limited in the number of schools that may

participate, but will be limited by the projected revenue impact to the Utilities. Each utility’s
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pilot rate provisions will be available to new participants until the total projected revenue impact
(reduction) for each Utility is $750,000 annually compared to the projected annual revenues for
the participating schools under the rates under which the schools would otherwise be served.
KSBA will be responsible for proposing schools for participation in the pilot rates and the order
in which such schools are proposed; the Utilities will calculate and provide to KSBA the
projected revenue @pact of each proposed school’s taking service under pilot rates. The
proposed tariff revisions are included in the proposed tariff sheets attached hereto as Stipulation
Exhibits 7 (KU) and 8 (LG&E electric).

ARTICLE V. TREATMENT OF CERTAIN SPECIFIC ISSUES

5.1. Regulatory Accounting for Over- and Under-Recovery of Regulatory Assets.
The Parties agree to, and ask the Commission to approve, the Utilities’ continued use of
regulatory asset accounting for regulatory assets embedded in the Utilities’ proposed revenue
requirement except that shorter-lived regulatory assets should be credited for the amounts
collected through base rates even if such amortization results in changing such a regulatory asset
to a regulatory liability with any remaining balances being addressed in the Utilities’ next base
rate case. This would include the regulatory assets for rate case expenses, 2011 summer storm
expenses, and Green River. This will help ensure the Utilities only recover actual costs incurred
and do not ultimately over-recover such regulatory assets as they are amortized and recovered
through base rates.

5.2. Commitment to Apply for Schoolr Energy Managers Program (“SEMP”)
Extension. The Utilities commit to file with the Commission an application proposing a two-
year extension of SEMP (for July 1, 2018, through June 30, 2020). The total annual level of

funding to be proposed is $725,000; prior to filing the application, the Utilities will consult with
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KSBA to determine an appropriate allocation of the total annual funds between KU and LG&E.
The Utilities commit to file the above-described application with the Commission no later than
December 31, 2017.

53. Commitment to File Lead-Lag Study in Next Base-Rate Cases. The Utilities
commit to file a lead-lag study in their next base-rate cases. |

5.4. Collaborative Si‘udy Regarding Electric Bus Infrastructure and Rates. The
Utilities commiit to fund a study concerning economical deployment of electric bus infrastructure
in the Louisville and Lexington areas, as well as possible cost-based rate structures related to
charging stations and other infrastructure needed for electric buses. The Utilities commit to
work collaboratively with Louisville Metro, LFUCG, and any other interested Parties to these
proceedings to develop the émameters for the study, including reasonable cost and timing, and to
review the study’s results with representatives of Louisville Metro and LFUCG. The
collaborative will include only those Parties to these proceedings interested in participating in the
collaborative.

5.5.. LED Lighting Collaborative. The Utilities commit to engage in good faith with
Louisville Metro, LFUCG, and any other interested Parties to these proceedings in a
collaborative to discuss issues related to LED lighting to determine what LED street lighting
equipment and rate structures might be offered by the Utilities. The collel(borative will include
only those Parties to these proceedings interested in participating in the collaborative.

5.6. Home Energy Assistance Charges. The Parties agree that KU will increase its
monthly residential charge for the Home Energy Assistance (“HEA”) program from the current
$0.25 per month to $0.30 per month, which shall remain effective throug‘h'.Tuﬁe 30, 2021,

regardless of whether the Utilities file one or more base-rate cases during that commitment
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period. The Parties further agree that LG&E will continue its monthly residential charge (for gas
and electric service) for the Home Energy Assistance (“HEA”) program at $0.25 per month,
which shall remain effective until the effective date of new base rates for the Utilities following
their next general base-rate cases. The change to the KU HEA charge is reflected in the
proposed tariff sheets attached hereto as Stipulation Exhibit 7.

5.7. Low-Income Customer Support. The Utilities commit to contribute a total of
$1,450,000 of shareholder funds per year, which commitment will remain in effect through June
30, 2021, regardless of whether the Utilities file one or more base-rate cases during that
commitment period.

(A)  The total annual shareholder contribution from KU shall be as follows:
$100,000 for Wintercare and $470,000 for HEA. CAC administers both programs.

(B)  The total annual shareholder contribution from LG&E ‘shall be as follows:
$700,000 to ACM for utility assistance and $180,000 for HEA.

(C) KU agrees that up to 10% of its total contributions to CAC may be used
for reasonable administrative expenses.

(D) LG&E agrees that up to 10% of its total contributions to ACM may be
used for reasonable administrative expenses.

(E)  None of the Utilities’ shareholder contributions will be conditioned upon
receiving matching funds from other sources.

F The Utilities commit not to seek reductions to their HEA charges that
would become effective before June 30, 2021, for LG&E or KU regardless of whether the

Utilities file one or more base-rate cases during that commitment period.
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5.8.  All Other Relief Requested by Utilities to Be Approved as Filed. The Parties
agree and recommend to the Commission that, except as modified in this Stipulation and the
exhibits attached hereto, the rates, terms, and conditions contained in the Utilities’ filings in
these Rate Proceedings, as well as the Companies’ requests for CPCNs for their proposed
Distribution Automation project, should be approved as filed.

ARTICLE V1. MISCELLANEOUS PROVISIONS

6.1. Except as specifically stated otherwise in this Stipulation, entering into this
Stipulation shall not be deemed in any respect to constitute an admission by any of the Parties
that any computation, formula, allegation, assertion or contention made by any other party in
these Rate Proceedings is true or valid.

6.2. The Parties hereto agree that the foregoing stipulations and agreements represent
a fair, just, and reasonable resolution of the issues addressed herein and request the Commission
to approve the Stipulation.

6.3.  Following the execution of this Stipulation, the Parties shall cause the Stipulation
to be filed with the Commission on or about April 19, 2017, together with a request to the
Commission for consideration and approval of this Stipulation for rates to become effective for
service rendered on and after July 1, 2017.

6.4.  This Stipulation is subject to the acceptance of, and approval by, the Commission.
The Parties agree to act in good faith and to use their best efforts to recommend to the
Commiission that this Stipulation be accepted and approved. The Parties commit to notify
immediately any other Party of any perceived violation of this provision so the Party may have
an opportunity to cure any perceived violation, and all Parties commit to work in good faith to

address and remedy promptly any such perceived violation. In all events counsel for all Parties
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will represent to the Commission that the Stipulation is a fair, just, and reasonable means of
resolving all issues in these proceedings, and will clearly and definitively ask the Commission to
accept and approve the Stipulation as such.

6.5. If the Commission issues an order adopting this Stipulation in its entirety and
without additional conditions, each of the Parties agrees that it shall file neither an application for
rehearing with the Commission, nor an appeal to the Fraoklin Circuit Court with respect to such
order. With regard to this provision, all of the Parties acknowledge that certain of the Parties,
and in particuiar the Sierra Club, are entities with members who are not under a Party’s control
but who might purport to act for, or on behalf of, the Party. Therefore, the Parties commit to
notify immediately any other Party of any perceived violation of this provision so the Party may
have an opportunity to cure any perceived violation. All Parties agree that no monetary damages
will be sought or obtained from a Party if the Party is not in breach, but rather a non-Party
purporting to act for the Party has sought rehearing or appeal of a Commission order adopting
this Stipulation in its entirety and without additional conditions.

6.6. If the Commission does not accept and approve this Stipulation in its entirety,
then any adversely affected Party may withdraw from the Stipulation within the statutory periods
provided for rehearing and appeal of the Commission’s order by (1) giving notice of withdrawal
to all other Parties and (2) timely filing for rehearing or appeal. If any Party timely seeks
rehearing of or appeals the Commission’s order, all Parties will continue to have the right to
withdraw until the conclusion of all rehearings and appeals. Upon the latter of (1) the expiration
of the statutory periods provided for rehearing and appeal of the Commission’s order and (2) the
conclusion of all rehearings and appeals, all Parties that have not withdrawn will continue to be

bound by the terms of the Stipulation as modified by the Commission’s order.
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6.7. If the Stipulation is voided or vacated for any reason after the Commission has
approved the Stipulation, none of the Parties will be bound by the Stipulation.

6.8. The Stipulation shall in no way be deemed to divest the Commission of
jurisdiction under Chapter 278 of the Kentucky Revised Statutes.

6.9. The Stipulation shall inure to the benefit of and be binding upon the Parties hereto
and their successors and assigns.

6.10. The Stipulation constitutes the complete agreement and understanding among the
Parties, and any and all oral statements, representations or agreements made prior hereto or
contained contemporaneously herewith shall be null and void and shall be deemed to have been
merged into the Stipulation.

6.11, The Parties hereto agree that, for the purpose of the Stipulation only, the terms are
based upon the independent analysis of the Parties to reflect a fair, just, and reasonable resolution
of the issues herein and are the product of compromise and negotiation.

6.12, The Parties hereto agree that neither the Stipulation nor any of the terms shall be
admissible in any court or commission except insofar as such court'or commission is addressing
litigation arising out of the implementaﬁan' of the terms herein or the approval of this Stipulation.
This Stipulation shall not have any precedential value in this or any other jurisdiction.

6.13. The signatories hereto warrant that they have appropriately informed, advised,
and consulted their respective Parties in regard to the contents and significance of this Stipulation
and based upon the foregoing are éuthorize,d to execute this Stipulation’ on behalf of their
respective Parties.

6.14.  The Parties hereto agree that this Stipulation is a product of negotiation among all

Parties hereto, and no provision of this Stipulation shall be strictly construed in favor of or
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against any party. Notwithstanding anything contained in the Stipulation, the Parties recognize
and agree that the effects, if any, of 'any future events upon the operating income of the Utilities
are unknown and this Stipulation shall be implemented as written.

6.15. The Parties hereto agree that this Stipulation may be executed in multiple

counterparts.




APPENDIX A: LIST OF STIPULATION EXHIBITS

Stipulation Exhibit 1: KU Depreciation Rates

Stipulation Exhibit 2: LG&E Electric Depreciation Rates
Stipulation Exhibit 3: LG&E Gas Depreciation Rates

Stipulation Exhibit 4: KU Revenue Allocation Schedule
Stipulation Exhibit 5: LG&E Electric Revenue Allocation Schedule
Stipulation Exhibit 6: LG&E Gas Revenue Allocation Schedule
Stipulation Exhibit 7: KU Tariff Sheets

Stipulation Exhibit 8: LG&E Electric Tariff Sheets

Stipulation Exhibit 9: LG&E Gas Tariff Sheets
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IN WITNESS WHEREQOF, the Parties have hereunto affixed their signatures.

Kentucky Utilities Company and
Louisville Gas and Electric Company

HAVE SEEN AND AGREED:

By"‘K. Q Q 62624-”1/

Kéndrick R. Riggs

-and-

By: @-Il\/.bw» K. ﬁ*‘urq,uyv (o
AllysonK Sturgeon L/,, bm%,}_)




Association of Community Ministries, Inc.

HAVE SEEN AND AGREED:

By: (7{,«. ML‘M:‘L_

Lisa Kilkelly &
Eileen Ordover




Attorney Gencral for the Commoriwealth of
Kentucky, by and through the Office of Rate
- Intervention

'HAVE SEEN AND AGREED:

Y/ ~laZa

Kent éh‘andler;
Lawrence W. Cook
Rebecea W, Goodman




S

Community Action Council for
Lexington-Fayette, Bourbon, Harrison
and Nicholas Counties, Inc,

HAVE SEEN AND AGREED:

N

By: Vi

' -Ix'fis G. SkidMore




United States Department of Defense and All Other
Federal Executive Agencies

HAVE SEEN AND AGREED:

MWW

Emlly W. Medlyh
G. Houston Parrish




Kentucky Industrial Utility Customers, Inc.
HAVE SEEN AND AGREED:

W vV dall 7

Michael L. Kurtz
Kurt I. Boehm
Jody Kyler Cohn
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Kentucky League of Cities
HAVE SEEN AND AGREED:

o

Laura Ross

v—— - - — —— e Fr -~y e




The Kroger Company

Dt Mo

“Hobert C. Moore




Kentucky School Boards Association Q
HAVE SEEN AND AGREED:

By: Malfey P Maulona_ CLRR vy, A,/
Matthew R. Malone
William H. May, III /3&/««\ V3o M)




I Lexington-Fayette Urban County Government
HAVE SEEN AND AGREED:

T L
By: %/ .ZNU |
James W. Gardner
M. Todd Osterloh
David J, Barberie
Andrea C. Brown
Janet M. Graham

.Subject to ratification by the Urban County Council




Louisville/Jefferson County Metro Government

HAVE SEEN AND AGREED:
\. O C‘_——-ao

. O*Sonnell,
J efferson County Attorney

-and-

v o T (e

Gregory 1. Ditton,
Counsel for Louisville Metro




Metropolitan Housing Coalition
HAVE SEEN AND AGREED:

By: W»bffff 42 b VaM éﬁ(/?& )U/
Tom FitzGerald F"' A )M)



Sierra Club, Alice Howell, Carl Vogel .
and Amy Waters

HAVE SEEN AND AGREED:

e 4

By:
Joe F. Childers

=y

Casey Roberts




JBS Swift & Co.
HAVE SEEN AND AGREED:

By:

Dennis G. Howard, II




Wal-Mart Stores East, LP and Sam’s East, Inc. .
HAVE SEEN AND AGREED:

Barry N, Naumi
Don C.A. Parker




SECOND STIPULATION AND RECOMMENDATION

This Second Stipulation and Recommendation (“Secohd Stipulation™) is entered into this
first day of May 2017 by and vbetween Kenﬁcky Utilities Company (“KU”") and Louisville Gas
and Electric Company (“LG&E”) (collectively, “the Utilities”); BellSouth Telecommunications,
LLC d/b/a AT&T Kentucky (“AT&T"), and Kentucky Cable Telecommunications Association
(“KCTA™). (Coilectively, the Utilities, AT&T and KCTA are the “Parties.”)

WITNESSETH:

WHEREAS, on November 23, 2016, KU filed with the Kentucky Public Service
Commission (“Commission”) its Application for Authority to Adjust Electric Rates and For

Certificates of Public Convenience and Necessity, In the Matter of: An Application of Kentucky

Utilities Company for an Adjustment of Its Electric Rates and For Certificates of Public

Convenience and Necessity, and the Commission has esfablished Case No. 2016-00370 to review

KU'’s base rate application, in which KU requested a revenue increase of $103.1 million;
WHEREAS, on November 23, 2016, LG&E filed with the Commission its Application
for Authority to Adjust Electric and Gas Rates and For Certificates of Public Convenience and

Necessity, In_the Matter of: An Application of Louisville Gas and Electric Company for an

Adiustment._of Its Electric and Gas Rates and For Certificates of Public Convenience and

Necessity, and the Commission has established Case No. 2016-00371 to review LG&E’s base
rate application, in which LG&E requested a revenue increase for its electﬁc operations of $93.6
‘million and a revenue increase of $13.8 million for its gas operations (Case Nos. 2016-00370 and
2016-00371 are hereafter collectively referenced as the “Rate Proceedings™);

WHEREAS, on February 20, 2017, LG&E filed with the Commission in Case No. 2016-

00371 a Supplemental Response to Commission Staff’s First Request for Information No. 54 in




which LG&E corrected its requested revenue increases for its electric operations to be $94.1
million and for its gas operations to be $13.4 million;

WHEREAS, the Commission has granted full intervention in Case No. 2016-00370 to
the Attorney General of the Commonwealth of Kentucky, by and through the Office of Rate
Intervention (“AG”), AT&T, Community Action Council for Lexington-Fayette, Bourbon,
Harrison and Nicholas Counties, Inc. (“*CAC”), KCTA, Kentucky Industrial Utility Customers,
Inc. (“KIUC”), Kentucky League of Cities (“KLC”), The Kroger Company -(“Kroger”),
Kentucky School Boards Association (“KSBA™), Lexington-Fayette Urban County Government
(“LFUCG"™), Sierra Club, Alice Howell, and Carl Vogel, and Wal-Mart Stores East, LP and
Sam’s East, Inc. (collectively “Wal-Mart™);

WHEREAS, the Commission has granted full intervention in Case No. 2016-00371 to
Association of Community Ministries, Inc., AG, AT&T, United States Department of Defense
and All Other Federai Executive Agencies, KCTA, KIUC, Kroger, KSBA, Louisville/Jefferson
County Metro Government, Metropolitan Housing Coalition, Sierra Club and Amy Waters, JBS
Swift & Co., and Wal-Mart;

WHEREAS, a prehearing informal conference for the purpose of discussing settlement
and the text of a stipulation and recommendation, attended by representatives of the Parties and
the Commission Staff, took place on April 12, 13, and 17, 2017, at the offices of the
Commission, which representatives of AT&T and KCTA also attended on April 12 and 13, and
which representatives of KCTA also attended on April 17, and during which a number of
procedural and substantive issues were discussed, including potential settlement of all issues

pending before the Commission in the Rate Proceedings;




&

WHEREAS, all parties to these proceedings except AT&T and KCTA reached
agreement and entered into a stipulation and recommendation (“First Stipulation™), which the
Utilities filed with the Commission on April 19, 2017;

WHEREAS, a prehearing informal conference for the purpose of discussing settlement
and the text of this Second Stipulation, attended by representatives of the Parties and the
Commission Staff, took place on April 25, 2017, at the offices of the Commission, during which
a number of procedural and substantive issues were discussed,;

WHEREAS, it is understood by all Parties hereto that this Second Stipulation is subject
to the approval of the Commission, insofar as it constitutes an agreement by the Parties for
settlement, and, absent express agreement stated herein, does not represent agreement on any
specific claim, ‘rﬁ‘ethodology, or theory suﬁporting the appropriateness of any proposed or
recommended adjustments to the Utilities’ rates, terms, or conditions;

WHEREAS, the Parties have spent many hours over several days to reach the
stipulations and égreements which form the basis of this Second Stipulation;

WHEREAS, the Parties agree that this Second Stipulation, viewed in its entirety, is a
fair, just, and reasonable resolution of all the issues addressed herein, and that the First and
Second Stipulationé; considered together, produce a fair, just, and reasonable resolﬁtion of all the
issues in the Rate Proceedings; and

WHEREAS, the Parties believe sufficient and adequate data and information in the
record of these proceedings support this Second Stipul'étiOn, and further believe the Commission
should approve it;

NOW, THEREFORE, for and in consideration of the promises and conditions set forth

herein, the Parties hereby stipulate and agree as follows:




ARTICLEI. RATE PSA MODIFICATIONS

1.1.  Attachment Charges for Wireline Facilities. The Parties stipulate that an
annual attachment charge of $7.25 for a wireline facility is fair, just, and reasonable. The
Commission previously approved this charge in the Utilities’ most recent general rate case
proceedings, Cases No. 2014-00371 and No. 2014-00372. The Utilities have not proposed to
adjust this rate, which assumes that a wireline facility will require one foot of usable pole space.
AT&T and KCTA have previously advised the Commission that they have no objections to this
rate remaining in effect.

1.2.  Attachment Charges for Pole-Top Wireless Facilities. The Parties stipulate
that a fair, just, and reasonable rate for wireless facilities attached to the top of the Utilities’
structures is $36.25. per year. They agree that for purposes of determining the annual charge, a
pole-top wireless facility should be allocated five feet of usable pole space. The Utilities assert
that this allocation is based upon the premise that, as the Ultilities typically have electric facilities
located at or near the top of their distribution poles, a pole top wireless facility, such as an
antenna, requires a five foot taller pole to maintain a safe working distance of at least 48 inches
between the electric facilities and the pole top antenna. Thus, the Utilities assert that the Wireless
Facility owner is responsible for the top 5 feet of the pole: one foot for the antenna and four feet
of clearance above the power space. Without adopting the Utilities’ assertions set out in the
preceding two sentences, AT&T agrees that an allocation of five feet of usable pole space is
supported by evidence in the record. As the Commission has previously approved the annual
rate of $7.25 for one foot of pole space, the use of five feet will produce an annual charge of

$36.25.
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1.3. Attachment Charges for Mid-Pole Wireless Facilities. The Parties stipulate
and agree that, given the lack of information regarding the size and characteristic of wireless
antennas and other devices that may be attached to an electric utility pole in the communications
space, a uniform rate for such attachments cannot be easily developed and that the rate for such
attachments should be developed on a case-by-case basis through special contracts until a
sufficient number of such attachments have been made to the Utilities’ structures to develop a
tariffed rate. At the time of their next general rate applications, the Utilities will determine if
they have sufficient evidence regarding mid-pole devices to determine whether a uniform rate is
appropriate and, if'so, revise the PSA Rate Schedule accordingly. -

1.4. Terms and Conditions of Rate PSA. The Parties stipulate and agree that
revisions to the originally proposed version of the PSA Rate Schedule are necessary to afford
sufficient flexibility for Attachment Customers to permit them to operate effectively in the
unregulated, market-based telecommunications industry. The revised PSA Rate Schedules,
which are shown in Exhibits 1 and 2 to this Second Stipulation, with the proposed additions and
deletions clearly marked, appropriately balance an Attachmerit Customer’s need for flexibility
with the public’s interest in reliable and safe electric service. The Parties stipulate that, as
revised, the terms and conditions set forth in the proposed PSA Rate Schedule are fair, just, and
reasonable, will promote public safety, enhance the reliability of electric service, and ensure fair
and ubiform treatment of Attachment Customeérs as well as promote the deployment and
adoption of advanced communications services.

ARTICLE II. FIRST STIPULATION
2.1. No objections. AT&T and KCTA have reviewed the First Stipulation filed with

the Commission on April 19, 2017 and have no objections to it, except to the extent the First




Stipulation’s electric tariff exhibits contained PSA Rate Schedules inconsistent with this Second
Stipulation and its exhibits, in which case the latter should control.

2.2. AMS Collaborative. The Parties agree that the Utilities shall notify AT&T and
KCTA if and when it engages in any AMS Collaborative pursuant to the First Stipulation § 1.2
and that AT&T and KCTA may, at their option, participate in any or all phases of the AMS
Collaborative.

ARTICLE III. MISCELLANEOUS PROVISIONS

3.1.  Except as specifically stated otherwise in this Second Stipulation, entering into
this Second Stipulation shall not be deemed in any respect to constitute an admission by any of
the Parties that any computation, formula, allegation, assertion or contention made by any other
party in these Rate Proceedings is true or valid.

3.2. The Parties hereto agree that the foregoing stipulations and agreements represent
a fair, just, and reasonable resolution of the issues addressed herein and request the Commission
to approve the Second Stipulation.

3.3. Following the execution of this Second Stipulation, the Parties shall cause it to be
filed with the Commission on or about May 1, 2017, together with a request to the Commission
for consideration and approval of this Second Stipulation for rates to become effective for
service rendered on and after July 1, 2017.

3.4. This Second Stipulation is subject to the acceptance of, and approval by, the
Commission. The Parties agree to act in good faith and to use their best efforts to recommend to
the Commission that this Second Stipulation and the First Stipulation be accepted and approved.
The Parties commit to notify immediately any other Party of any perceived violation of this

provision so the Party may have an opportunity to cure any perceived violation, and all Parties
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commit to work in good faith to address and remedy promptly any such perceived violation. In
all events counsel for all Parties will represent to the Commission that the First and Second
Stipulations, taken together, produce a fair, just, and reasonable means of resolving all issues in
these proceedings, and will clearly and definitively ask the Commission to accept and approve
the First and Second Stipulations as such.

3.5. If the Commission issues an order adopting this Second Stipulation in its entirety
and without additional conditions, irrespective of whether the Commission approves the terms of |
the First Stipulation, each of the Parties agrees that it shall file neither an application for
rehearing with the Commission, nor an appeal to the Franklin Circuit Court with respect to the
portions of such order that concern this Second Stipulation. The Parties commit to notify
immediately any other Party of any perceived violation of this provision so the Party may have
an opportunity to cure any perceived violation. All Parties agree that no monetary damages will
be sought or obtained from a Party if the Party is not in breach, but rather a non-Party purporting
to act for the Party has sought rehearing or appeal of a Commission order adopting this Second
Stipulation in its entirety and without additional conditions.

3.6. If the Commission does not accept and approve this Second Stipulation in its
entirety and without édditional conditions, then any adversely affected Party may withdraw from
the Second Stipulation within the statutory periods provided for rehearing and appeal of the
Commission’s order by (1) giving notice of withdrawal to all ofher Parties and (2) timely filing
for rehearing or appeal. If any Party timely seeks rehearing of or appeals the Commission’s
order, all Parties will continue to have the right to withdraw until the conclusion of all rehearings
and appeals. Upon the latter of (1) the expiration of the statutory periods provided for rehearing

and appeal of the Commission’s order and (2) the conclusion of all rehearings and appeals, all




Parties that have not withdrawn will continue to be bound by the terms of the Second Stipulation
as modified by the Commission’s order.

3.7. If the Second Stipulation is voided or vacated for any reason after the
Commission has approved the Second Stipulation, none of the Parties will be bound by the
Second Stipulation.

3.8. The Second Stipulation shall in no way be deemed to divest the Commission of
jurisdiction under Chapter 278 of the Kentucky Revised Statutes.

3.9. The Second Stipulation shall inure to the benefit of and be binding upon the
Parties hereto and their successors and assigns.

3.10. The Second Stipulation, including its Exhibits, constitutes the complete
agreement and understanding among the Parties, and any and all oral statements, representations
or agreements made prior hereto or contained contemporaneously herewith shall Be null and void
and shall be deemed to have been merged into the Second Stipulation.

3.11. The Parties hereto agree that, for the purpose of the Second Stipulation iny, the
terms are based upon the independent analysis of the Parties to reflect a fair, jus;t, and reasonable
resolution of the issues herein and are the prodﬁct of compromise and negotiation.

3.12. The Parties hereto agree that neither the Second Stipulation nor any of the terms
shall be admissible in any court or commission except insofar as such court or commission is
addressing litigation arising out of the implementation of the terms herein or the approval of this
Second Stipulation. This Second Stipulation shall not have any precedential value in this or any
other jurisdiction.

3.13. The signatories hereto warrant that they have appropriately informed, advised,

and consulted their respective Parties in regard to the contents and significance of this Second
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Stipulation and based upon the foregoing are authorized to execute this Second Stipulation on
behalf of their respective Parties.

3.14. The Parties hereto agree that this Second Stipulation is a product of ﬁegotiation
among all Parties hereto, and no provision of this Second Stipulation shall be strictly construed
in favor of or against any party.

3.15. The Parties hereto agree that this Second Stipulation may be executed in multiple
counterparts.

(This space intentionally left blank.)



IN WITNESS WHEREOF, the Parties have hereunto affixed their signatures.

Kentucky Utilities Company and
Louisville Gas and Electric Company

HAVE SEEN AND AGREED:

Bd;. ;MQG“Q. “2 lem
Kendrick R. Riggs

-and-

By: AL(\/O(/Y\/ a« .SVLU/.:;‘LM Cw;\LL\_

Allyson K. Sturgeon F""‘/’M"%' A
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BellSouth Telecommunications, LLC d/b/a AT&T
Kentucky

HAVE SEEN AND AGREED:

LIt =
Cheryl R. fin
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Kentucky Cable Telecommunications Association




e APPENDIX B

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2016-00371 DATED JUN 22 2017

The following rates and charges are prescribed for the customers in the area
served by Louisville Gas and Electric Company. All other rates and charges not
specifically mentioned herein shall remain the same as those in effect under authority of
this Commission prior to the effective date of this Order.

SCHEDULE RS
RESIDENTIAL SERVICE

Basic Service Charge per Month $12.25
- Energy Charge per kWh $ .09153

SCHEDULE RTOD-ENERGY
RESIDENTIAL TIME-OF-DAY ENERGY SERVICE

Basic Service Charge per Month $12.25
Energy Charge per kWh
Off Peak Hours $ .06653
On Peak Hours $ .23263

SCHEDULE RTOD-DEMAND
RESIDENTIAL TIME-OF-DAY DEMAND SERVICE

Basic Service Charge per Month $12.25
Energy charge per kWh $ 0.04956
Demand Charge per kW
Off Peak Hours $ 3.51
On Peak Hours $ 7.68
SCHEDULE VFD

VOLUNTEER FIRE DEPARTMENT

Basic Service Charge per Month $12.25
Energy Charge per kWh $ .09153




SCHEDULE GS
GENERAL SERVICE RATE

Basic Service Charge per Month — Single Phase
Basic Service Charge per Month — Three Phase
Energy Charge per kWh

SCHEDULE PS
POWER SERVICE

Secondary Service:
Basic Service Charge per Month
Demand Charge per kW:
Summer Rate
Winter Rate
Energy Charge per kWh

Primary Service:
Basic Service Charge per Month
Demand Charge per kW:
Summer Rate
Winter Rate
Energy Charge per kWh

SCHEDULE TODS
TIME-OF-DAY SECONDARY SERVICE

Basic Service Charge per Month
Maximum Load Charge per kW:
Base Demand Period
Intermediate Demand Period
Peak Demand Period
Energy Charge per kWh

SCHEDULE TODP
TIME-OF-DAY PRIMARY SERVICE

Basic Service Charge per Month
Maximum Load Charge per kVA:
Base Demand Period
Intermediate Demand Period
Peak Demand Period
Energy Charge per kWh

$ 31.50
$50.40
$ .09935

$ 90.00

$ 20.21
$17.56
$ .04047

$240.00

$ 17.55
$ 15.03
$ .03903

$200.00

$ 461
$ 4.91
$ 6.70
$ .04029

$330.00

$ 3.01
$ 476
$ 6.49
$ .03797
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@ ' | SCHEDULE RTS
RETAIL TRANSMISSION SERVICE

Basic Service Charge per Month $1,500.00
Maximum Load Charge per kVA:
Base Demand Period $ 1.43
Intermediate Demand Period $ 4.82
Peak Demand Period $ 6.57
Energy Charge per kWh $ 03670

SCHEDULE FLS
FLUCTUATING LOAD SERVICE

Primary:
Basic Service Charge per Month $ 330.00
Maximum Load Charge per kVA:
Base Demand Period C $ 268
Intermediate Demand Period $ 4.24
Peak Demand Period $ 5.96
$

Energy Charge per kWh 03797

Transmission:

Basic Service Charge per Month $1,500.00
Maximum Load Charge per kVA:
Base Demand Period $ 1.27
intermediate Demand Period $ 430
Peak Demand Period $ 6.03
Energy Charge per kWh $ .03671
SCHEDULE LS

LIGHTING SERVICE

Rate per Light per Month: (Lumens Approximate)

Overhead:
Fixture
Only
High Pressure Sodium:
16,000 Lumens - Cobra Head $13.78
28,500 Lumens - Cobra Head $16.17
50,000 L.umens - Cobra Head $18.61
16,000 Lumens - Directional $14.73
@ 50,000 Lumens - Directional $19.44
9,500 Lumens - Open Bottom $11.93
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Metal Halide
32,000 Lumens - Directional

Light Emitting <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>